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SALARIES AND EXPENSES, ADMINISTRATIVE OFFICE, UNITED STATES 
Courts 


Mr. Roonry. The committee will please come to order. 

The first item we shall take up is an item for the Judiciary which 
may be found in House Document 403, page 5. 

We shall insert the justifications at this point in the record. 

(The justifications referred to are as follows:) 


Courts OF APPEALS, DisTrRIcT COURTS, AND OTHER JUDICIAL SERVICES 


Salaries and expenses, Administrative Office, United States Courts, 1957 


Administrative Office of the United States Courts: For an additional 
amount, fiscal year 1957, for necessary expenses of the Administra- 
tive Office of the United Stites: Courts... $113, 500 


(591) 
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THE JUDICIARY 
ADMINISTRATIVE OFFICE OF THE UNITED STATES CoURTS 


Salaries and expenses, Administrative Office, United States Courts, 1957 


7 ES es BS Be Ed 3 Ae SE ee ee a ae ee ee $113, 500 
Eocrened in annual budget estimate... ...... 753, 500 
TS a ee ee ee 867, 000 
SS Ee ea ecg ee near recs re 118, 500 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The additional funds requested herein are needed to pay for the rental and 
alteration of commercial office and warehouse space to accommodate the larger 
part of the personnel and operations of the Administrative Office of the United 
States Courts outside of the Supreme Court Building where all of the Office 
presently is located. Also included in the amount requested are funds for mov- 
ing the parts of the Office to be relocated from the Supreme Court Building to 
new quarters and for the installation and additional recurring costs of providing 
telephone service in the new location as well as in the Supreme Court Building 
for the personnel who are to remain in that building. 


JUSTIFICATION 


The removal of the greater part of the Administrative Office of the United 
States Courts is necessary for reasons which have been coming to a head in the 
last months. 

First, the expanding needs of the Supreme Court make it necessary for it to 
reclaim for its use office and storage space which is occupied by the Administra- 
tive Office. For some time past, the Supreme Court has been desirous of taking 
for its work a larger part of its building but has been unable to do so on account 
of the occupancy by the Administrative Office. 

Second, the amount of space occupied by the Administrative Office in the 
Supreme Court Building is not adequate even for its present personnel. The 
quarters of a number of important units of the Office are too cramped for con- 
venience and efficiency. The increasing work of the Office has made it necessary 
to include in the annual estimate for 1957 funds for additional personnel. They 
could not be even tolerably accommodated in the present quarters of the Admin- 
istrative Office in the Supreme Court Building and not only can that space not 
be enlarged but it must be substantially curtailed on account of the needs of 
the Supreme Court for expansion of space as explained above. 

In addition to the considerations above stated, the operations of the Adminis- 
trative Office involve the use of some rather large and heavy office machines. 
The storage and shipment to the offices of the courts in compliance with requisi- 
tions, of heavy packages of books, paper, and other equipment and supplies, is a 
necessary part of the service of the Office to the courts, but it is unfitting in 
a building of the nature of the Supreme Court Building. Both the operation 
of the machines and the handling of the heavy commodities would be more 
appropriately carried on in space of a warehouse type. 

In recent conferences between the Administrative Office and the Chief Justice, 
the Adininistrative Office undertook to relocate a sufficient part of the Office 
to meet the needs of the Supreme Court for a much larger amount of space in its 
building. Immediately thereafter, it began negotiations with the General Sery- 
ices Administration to secure suitable office and warehouse space to carry on the 
operations of the Office which would have to be situated outside of the Supreme 
Court Building. 

After surveying the space requirements of the Administrative Office in the light 
of available Government-owned space, the General Services Administration re- 
ported that no suitable Government-owned space was available and that it 
would be necessary to lease commercial space for this purpose. The General 
Services Administration’s estimate of the cost of rental and alterations of the 
space needed by the Administrative Office and based upon accepted Government 
standards for the personnel and purposes involved, of moving the parts of the 
Office which are to leave the Supreme Court Building, and of providing telephone 
service as computed by the telephone company are as follows: 
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Rent and alterations for: 


19,000 square feet of office space at $4 per square foot________-_--- $76, 000 
11,000 square feet of warehouse space at $2 per square foot___---_~-~ 22, 000 


Total for rent and alternations___--____--_~- ee een ee, a 98, 000 


Moving parts of the Office from Supreme Court Building to the new 
EAE OS SARE Seances SUNG IS TE SS Lt REE ase OD Pee ae pce eee 5, 000 


eee ne ee em ai ek oe hee eS cae e 2, 000 


Total for moving and contingencies aa een eee ki cal nth nc ater Ma ce J 7, 000 


Telephone service: 
OS ESS ie a a eR aes a PP Pe er ee Sate 350 





Annual recurring costs... see gee A be LS 8, 150 
Total for telephone service_—__ ~~ bea as Sa 53, a 2 8, 500 
Totel of costs Tor the first year. ......---_.._-.=.--—- 2 i+ eee 


The increase in the amount of space indicated as necessary at the new location, 
30,000 square feet as compared with 19,390 square feet presently assigned in the 
Supreme Court Building and to be vacated, is accounted for principally as 
follows: 

(1) The weight of numerous heavy machines and equipment must be 
dispersed over larger areas in commercial space as compared to the rela- 
tively higher floor loads permitted in the Supreme Court Building. 

(2) Office facilities and accommodations are being provided in anticipa- 
tion of a moderate increase in the personnel of the Administrative Office for 
which request has been made as shown above in the 1957 budget estimates. 

In summation, it is necessary to make provision in leased commercial space 
for about three-fourths of the personnel of the Administrative Office of the 
United States Courts including the staffs of the following divisions and 
sections: 

(1) Entire operations of the Division of Procedural Studies and Statistics 
(24 employees). 

(2) Entire operations of the Probation Division (9 employees). 

(3) Entire operations of the Bankruptcy Division (8 employees). 

(4) Fntire operations of the Audit Section (19 employees). 

(5) The greater part of the operations of the Section of Court Quarters 
and Services (48 employees). 

It is necessary to proceed as quickly as possible in the matter, and it is hoped, 
therefore, that an appropriation of the funds needed to defray the cost of the 
change, may be made in the annual appropriation act for 1957, or at the latest 
in the next supplemental appropriation act to be considered by the present 
Congress. 


GENERAL STATEMENT 


We are delighted to have Mr. Justice Burton with us this morning. 
You will address the committee with regard to this request ? 

Justice Burton. Yes. 

Mr. Lippitt, the Marshall of the Court and I, are here on behalf of 
the Chief Justice and the Supreme Court to present such information 
as we may have as to the needs for space in the Supreme Court Build- 
ing. 

Just in a word, the Supreme Court Building was built for the 
Supreme Court and finished in 1935, and it was built to provide for 
the expansion of the Court. Therefore, in 1939, when the Adminis- 
trative Office of the United States Courts was created and needed some 
space and had no building, it was naturally put temporarily in the 
Supreme Court Building. 

Now, the Administrative Office of the United States Courts has 
grown tremendously and needs space of its own, and the Court itself 
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has enlarged its facilities and its operations so it needs the space 
originally provided for it in the building. 

I have here a statement prepared under the direction of the Chief 
Justice that I would like to read to the committee, and then I would 
like to file with the committee some tables that I think summarize the 
issues from the point of view of the Supreme Court. 

(The statement read is as follows :) 


When the Administrative Office of the United States Courts was established 
in 1939, it was permitted to move into the Supreme Court Building because 
there was space not being utilized by the Court. That Office performs no duties 
for the Supreme Court. It functions for the other Federal courts through the 
Judical Conference of the United States. The building had only recently been 
completed, and some of the Justices still worked in their homes and kept all 
their files and records there. 

Since that time many changes have come about, both in the needs of the 
Court and the Administrative Office. Now all the Justices work in the Court 
Building; their staffs have increased: and the accumulation of files, records and 
books over the years has reached the point where we must have additional 
space in order to perform our work efficiently and expeditiously. The building 
was designed to accommodate the growing needs of the Court, but no expansion 
has been possible because of the occupancy of such a large part of it by the 
Administrative Office. 

The Administrative Office has grown tremendously. In 1939, it had only 6 
organizational segments with 51 employees; today that number has increased to 
8 with 116 employees. There is a request in this year’s budget for 18 additional 
employees. The Service Section takes care of the supplies for all the Federal 
courts and, apart from the space it occupies, the deliveries and pickups incident 
to its work keep the garage congested and in such a crowded condition that there 
isn’t space for the cars of the court employees. Their files, too, have accumu- 
lated during the past 17 years. As a consequence, they have gradually taken 
over more and more of the building until at the present time there is no room 
to take care of the immediate needs much less expansion of the Court itself. 
Even the corridors are lined with filing cabinets, tables, work benches, ete. 

Our library is so badly in need of space that counsel on cases are forced 
to work in temporary cubicles built in the hallways. Many of the books, 
which should be easily accessible for prompt reference, must of necessity be 
stored, thereby causing more work and delay in securing them when needed. 
The Marshal’s immediate staff and all his files are housed in three small offices. 
There is no room available for the messengers except the lawyers’ lounge, which, 
of course, should not be used for this purpose. We have asked the Congress 
for authorization to employ a female nurse, and if this is granted we will need 
space for her. The Clerk must have additional room for expansion of his 
files in order that they may be readily available. 

In planning the building, the architect made no provision for files and records 
in the Justices’ suites. We must, therefore, put these in other parts of the 
building. The space now assigned to each Justice for this purpose is very limited, 
and we are desperately in need of additional room. Also, at the present time, 
it is impossible to work on these files because of the congested condition in the 
rooms. 

We believe, too, that there should be rooms available for retired Justices and 
a place to store temporarily the files of deceased Justices. 

None of these improvements are possible unless we are able to reclaim that 
part of the building originally intended for the use of the Court and which 
is now occupied by the Administrative Office. A survey of our immediate needs 
shows an aggregate of 22,783 square feet. This is more than the amount of 
space proposed to be vacated by the Administrative Office, which means that 
we will still not have all the room we need, but it will serve to alleviate the 
situation to a large extent. 

Out of deference to the Administrator, we are not asking that he and his 
chief assistants move, but it is only a question of time until that space will 
also be required. 
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DETAIL OF SPACE NEEDS 


I would like to file with the committee this survey showing the 
detail of the needs for space by square feet for each one of the areas, 
and that comes to something over 22,000, whereas the space being 
vacated by the Administrative Office is about 19,000. 

(The matter referred to is as follows:) 


[Square feet] 


Present Additional Total 
space Spuct 
Storage, justices 1, 236 3, 600 4, 836 
Storage, retired and deceased justices . s 410 1, 600 2, 010 
Office space, retired justices 1, 381 1, 381 
Research space ; 1, 600 1, 600 
Justices’ wives restroom 594 140 1, 034 
Law clerks’ lunchroom 500 500 
Printing unit | 763 252 1,015 
Mechanics 6, 926 1, 000 7, 926 
Maintenance ’ 6, 736 649 7, 385 
Subtotal 16, 665 11, 022 27, 687 
Office space: 
Justices : 40, 442 40, 442 
Librarian 3, 213 4,441 7, 654 
Reporter of decision : 2, 174 679 2, 853 
Marshal : 1, 471 1, 427 2, 898 
Clerk 3, 220 3, 225 
Subtotal 50, 525 6, 547 57,072 
Other space occupied by Supreme Court: 
olice 2, 144 528 2, 672 
Miscellaneous offices 3, 250 3, 250 
Clerk storage 9, 058 2, 112 11,170 
Librarian storage 15, 709 2,350 18, 059 
Reporter storage 309 112 121 
Marshal storage : 2, 458 112 2, 570 
Locker rooms, carpenter shop, air raid shelter, first aid, | 
es = beet 26, 785 26, 785 
Subtotal ‘ Besides Se daks pub eieds susie 59, 713 5, 214 64, 927 
Total ; fC et CTE eee Ree & , 126, 903 22, 783 149, 686 





AIR-CONDITIONING IN THE SUPREME COURT 


Mr. Roonry. We recently air-conditioned the basement over there, 
did we not ? 

Justice Burron. Yes, you provided for air-conditioning throughout 
the building. It is not all in operation yet, but it is being completed. 

Mr. Roonry. You propose to use newly air-conditioned space for 
storage of records? 

Justice Burron. I do not think so. Mr. Lippitt, our Marshal, can 
answer that. 

Mr. Lirrirr. Some of the storage space will be air-conditioned, but 
the vast majority of the space air-conditioned on the ground floor will 
be used for Justices offices and other offices. 


NUMBER OF JUSTICES AND SUPPORTING PERSON NEL 


Justice Burton. May I add a word more? I am also filing with 
the committee a table which shows the number of Justices and sup- 
porting personnel in the Supreme Court Building because sometimes 
the conception is that we have a large building for nine men. It 
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takes much more than that to operate the business of the court. There 
are 9 Justices, 14 secretaries, 18 law clerks, 9 messengers, 1 chauffeur, 
13 library assistants, 7 in the reporter’s office, and 93 in the Marshal’s 
office. That makes a total of 164. 

In addition, there are 42 charwomen on part time, there are 15 in 
the clerk’s office, which is a separate operation, and 33 for the main- 
tenance of buildings and grounds—in the Architect of the Capitol’s 
Office—and 5 in the print shop, so the total number will be 259. 





ADDITIONAL SPACE FOR RESTROOMS 


Mr. Roonry. Would you care to comment on the need for doubling 
the space for the Justices’ wives restrooms ¢ 

Justice Burron. That is a thing that was put in the original build- 
ing and has not been used recently for the wives’ restrooms. It was 
used for about 1 year. It has been used as a dining room. It is on 
the same floor as the cafeteria. This survey contemplates that it 
would be restored, to the original use for which it was planned. 

Mr. Preston. This need you speak of now is nothing new, I take it. 
It has been existing for some time. 

Justice Burron. The need for the Court side, do you mean / 

Mr. Presron. Yes. 

Justice Burton. It has been increasing steadily. There has been 
no place to expand at all because the Administrative Office of the 
United States Courts had all the space filled up, and now they ask for 
additional employees and there is no place to put their additional 
employees. 

INCREASE IN WORKLOAD 


Mr. Preston. How much is your workload increasing, Mr. Justice? 

Justice Burton. To recall it offhand, this year 140 more cases were 
filed than last year. Instead of 900, there were more than 1,000 regu- 
lar cases, and the cases that come to us from the penitentiaries also 
showed an increase of about 100. There is a 10 or 15 percent increase 
over last year. That does not increase the personnel. The number 
of personnel does not go up automatically with the number of cases. 

But the building was planned with a view to serving the whole staff 
of the Court. Temporarily it was not used by the whole staff of the 
Court because the Justices had their chambers in their own homes 
and hotel rooms before the building was built. 

I might also add the building was built on the theory that it would 
be the permanent building of the Court and would not have to be 
enlarged. 


SPACES OCCUPIED BY THE JUSTICES 


Mr. Preston. How much space does the average Justice occupy ? 
How much do you have? 

Justice Burton. I have three rooms for my chambers, and there is 
a storage space in the basement for files that were brought with me 
ne I came to the Court. It is a small storage space chock full of 
things. 

Mr. Preston. How do you utilize your three rooms? 

Justice Burton. One room is for the Justice himself, that is his 
chamber, and there is 1 room for 2 law clerks that work with him, and 
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they share that same room together, and the intermediate room is for 
the secretary and the messenger and the visitors who come in. They 
use that as a reception room. It provides for a staff of 5, 2 using 1 
room and 2 using another, and the Justice having a room for himself. 


SQUARE FOOTAGE IN THE SUPREME COURT BUILDING 


Mr. Preston. What is the total square footage of the building? 

Justice Burton. I do not know. 

Mr. Preston. What percent of the space is being occupied by the 
Administrative Office of the Federal Courts? 

Justice Burton. I am not advised on that. 

Mr. Preston. Does anyone know ? 

Mr. Cuanpier. We cannot tell you. We can tell you how many 
square feet we occupy, but we have made no computation as to the 
percentage of total space that represents. We now occupy 17,495 
square feet of office space and 9,900 square feet of storage and other 
space, making a total of 27,395 square feet. 

Justice Burton. That would appear from the table that I filed. It 
shows how many we are using and how much we would like to use. 
Only 19,000 of the additional space we need is going to be available. 

Mr. Rooney. It would appear from this that the present space used 
by the Supreme Court is 126,903 square feet, and that this proposal 
would increase that square footage to 149,686. 

Justice Burron. I think that probably shows the amount we would 
like to have, and the administrative office will be vacating only 19,000 
square feet, so that would not be quite as much as we think we need. 

Mr. Lrerrrr. In that table there is not shown space where there 
are air-conditioning machines and pumps and general public facilities 
like the cafeteria and the lawyers’ lounge and the library. They are 
not included. 

Mr. Roonry. This is not much help to us then, is it? 

Justice Burron. No. The main problem that presents itself to the 
committee is that the Administrative Office has outgrown the possi- 
ble available space in the building. It has equipment and files that 
do not fit the building and they need a place to go. 

On our side of it, we can use all the space that they vacate. The 
main problem is this—what is to be done with the Administrative 
Office’s machinery, equipment, and files, because it is a rapidly grow- 
ing institution that serves all of the Federal courts of the country. 


ADDITIONAL SPACE REQUESTED FOR RETIRED JUSTICES AND RECORDS OF 
RETIRED AND DECEASED JUSTICES 


Mr. Preston. You seek to establish about 3,000 square feet addi- 
tional space for retired Justices and records of retired and deceased 
Justices. 

Justice Burron. That is in the basement. 

Mr. Preston. How many retired Justices are there ? 

Justice Burton. There are none now. 

Mr. Preston. This office space, 1,381 square feet for retired Justices 
would just be sitting there waiting for someone to retire? 

Justice Burton. There would be no immediate use for that purpose. 
I think that they would allot some additional space to active Justices 
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whose storage space is inadequate for the files that they have brought 
with them. 

Mr. Preston. Your request is 1,381 square feet for retired Justices? 

Justice Burron. Yes. 

I think that there is some space still being occupied by the equip- 
ment that belonged to Justice Jackson and Justice Murphy when 
they died and it has not been completely removed. 


LAW CLERKS’ LUNCHROOM 


Mr. Preston. Regarding the 500 square feet for the law clerks’ 
lunchroom ; do you plan to put in a kitchen ? 

Justice Burron. No, that is just where they take their lunch on trays 
from the cafeteria. It simplifies the public service in the lunchroom 
if they can have a place where they can go. Asa matter of fact, they 
go there now. 

Mr. Chairman, the law clerks now use that so-called ladies’ rest- 
room for their lunchroom. 


ADDITIONAL SPACE FOR RESTROOMS 


Mr. Preston. Is not 1,034 square feet quite a bit of restroom space? 

Justice Burron. I do not know about that figure. That was a part 
of the original planning of the building. We cannot remove the room. 
It was put there for that purpose, and the administrative office cannot 
very well use that space. 

Mr. Preston. I assume there are other restrooms in the building for 
the ladies? 

Justice Burton. Yes. 


PERSONNEL IN THE MARSHAL’S OFFICE 


Mr. Preston. I am amazed at the number of people in the marshal’s 
office. What do your people do? How are they broken down? 

Justice Burton. I have that on the small sheet here. There is the 
marshal and 5 assistants, 1 press relations, 11 messengers, 1 junior 
messenger, 33 policemen, 1 male nurse, 1 registered nurse proposed, 
4 pages, 3 telephone operators, 2 cabinetmakers, 26 laborers and fore- 
men, and 4 elevator operators. 

Mr. Presron. The Supreme Court is pretty well taken care of? 

Justice Burron. It isthe building as well as the Court, sir. 

Mr. Presron. I would say it is getting first-rate treatment. 

Justice Burron. We do not complain, sir. But it is put there in 
order that it may be a symbol of a separate branch of the Government 
and operate independently of the other branches in that manner. 

Mr. Roonry. Mr. Bow? 

Mr. Bow. No questions. 

Mr. Rooney. Mr. Clevenger ¢ 

Mr. CLevencer. No questions. 

Mr. Rooney. Thank you very much, Mr. Justice Burton. 

Justice Burton. Thank you. 


SQUARE FOOTAGE IN THE SUPREME COURT BUILDING 
Mr. Roonry. Will someone please insert in the record at this point 
a statement of the total square footage over there in the Supreme 
Court. Building ? 


(The information referred to is as follows :) 


United States Supreme Court Building, floor areas as originally planned 


Recapitulation : Square feet 
cg ee ea ee oe, 78, 550 
URNS cscs enw vere eninntin el naglei 9, 450 
ce ne, a a ee a 81, 200 
PR HR TU i ai ies asco emp ms ecniten even en ws ew enews amo ieee em im ei 64, 200 
Total 2d floor area________ SRE ee ee eee ee ee eee 44, 650 
COU Oe CR hk eicee eem mienies es ila cena nic asc Seni 29, 400 
a eee ee ey ceeeesalasontia 10, 400 
Total area 2 spiral stairways__________ ee eae te 18, 600 

CO ON ag pei pene ween smsiaigtabewnssy taka dete 336, 450 

Basement: 

(1) Garages, garage supplies, chauffeurs’ waiting rooms, and 

BAPE CS os ee Recents tis ea ciecg eingitinoc meso Seaside agree 23, 000 

(2) Fan rooms 1 and 2, low tension room, and book lift. ----___- 14, 000 
(3) Steam valve room, fan rooms 3 and 4, employees’ locker room, 
vacuum system room, machine room, transformer vault, em- 
ployees’ toilet, pump and tank room 1, laundry, telephone 

rack room, and main switchboard room_____--_--_-_____ 11, 000 

(4) Storage rooms.__............. a Oe PRE OE SE 9, 000 
(5) Waiting alcoves, Justices’ waiting rooms, ladies’ retiring 

INICIO TIS Ci Eu icons umicn seal decaooig ed 3, 600 

(6) Chauffeurs’ locker rooms and toilets__.__.___.--___________ 1, 000 

(7) Tunnel terminal room____-_- Sy ae oe ae EE seipeitinle tae 750 
(8) Pump and tank room, fireplace fuel room, and _ kitchen 

storage a a a a al aaa te eae et eae Sie 1, 500 

re ch ca cess erg gd lands apna a — 1, 700 

eS Tei lg MS Lo oe 
Total basement area______- ig sai csi ale Sct cn apacR gs cess acetates 78, 550 
IR NR lack ce ps iene eh mise cael Seca 9, 450 
yround floor: 

(11) Clerks’ storage, marshal’s storage and general storage room___ 27, 000 

(12) Dining room and kitchen____~_ EDS Ak NE TEE SOOM 4, 000 

is SS | 800 

C56) ROMO TOUS. ceca coe cccane slits sa es a cise 900 

(15) Clerks’ filing room and stack room__________________________ 3, 600 


(16) Unassigned offices, press association telephone and telegraph, 
press waiting room, general press, telephone switchboard, 


plumbers, electrician and superintendent___________________ 3, 600 
(17) Guards’ and messengers’ locker rooms and toilets_____________ 1, 700 
CR A I on ee ie OE ae 5, 900 
(19) Book room, entry, women employees’ restroom and toilet-_____ 1, 200 
(20) Reception room, entry, ladies’ waiting room, restroom, toilet 

ea Ss eS ie ee ne eine eae 1, 300 
GER OT ge et Sk OR Raed SSS es es i ee eee ee es ge BAN 3, 800 
oo Rag rT EE 2 ht ade Sa ee ee ee ee es eee 6, 700 
ge OL, RARE la er 4, 700 
pO EEE Sees ie es eee ee 16, 000 

etal @rnund  Hoor OPO... 6 so ee 81,200 
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United States Supreme Court Building, floor areas as originally planned—Con. 


1st floor: Square feet 
cee) eres Okan Un GUND DINED GOD ne eee 7, 000 
(26) Supreme Court room and reception rooms___--__---------~-- 6, 700 
err em IED | RO eens ebbow 4, 200 
(28) Public reception room, messengers room for bar, toilets, emer- 
gency room, marshal’s offices and toilets__.._._.___-____--___ 4, 200 
(2) Cptet Jeeves ss: enlee kk ee ce cmewcecscun~ LPAI ES 4, 000 
a Pa rE rN On ce ce inal doteesins so iveneadighis aime eamdisc nase ivenee 11, 400 
In eis ia a ianecceminnebbaee 2, 900 
(32) Public toilets, clerks’ offices and lockers, Attorney General’s 
suite and Solicitor General’s suite____.___-___------------_- 9, 300 
I ee 14, 500 
Ia TN NI UN cok sae db ssn rea emeie baho eas 64, 200 
2d floor: 
LL gE ee ee ee ee ee 4, 000 
(35) Conference rooms and toilets, reporters and toilets____._____- 4, 200 
CE OT ES Se ae ea ee ees ae ae ee ee ee 1, 200 
(37) Justices’ library, bound records and briefs, document room and 
I ne cade ieaeanicy 10, 000 
(38) Attendants’ room, special book alcove, dressing room and bath 
a ee ee ee 2, 000 
(39) Justices’ reading alcove and reading rooms_________-_-_____- 6, 500 
SEI a ccaticisugpcieianemioueawe 850 
PE le EEE CE LORRI RETR Se ae erage aa 15, 400 
ES SSL PLE TT EE ae Pee ee 500 
Ee SS SE SG a RAS eee ea ee ee Oe eee 44, 650 
3d floor: 
(43) Reading room and special library_____._.________--_________-_ 11, 600 
(44) Lawyers’ conference rooms, Librarian’s offices and ante rooms. 3,300 
(45) Mechanical equipment rooms____......__-..--_--_-_____-__ 3, 500 
a I ionic en eoiniegenineieee 500 
(47) Stack rooms {main floor only)... +... 2,100 
A 9 rr nO ORT PRU i a a wei tema 7, 000 
GR Rae as ene eT a a Ney OO 200 
ED en RE IN I seers ng mtn mand mnwiemeee a 
Sn oh oe ee gine iiotamns weenie 29, 400 
4th floor: 
(Oe EOC | ae ea eee ear eee eee 9, 300 
(hie) eee vu Beenie THOM. nn cee neewesie 1, 100 
Total 4th floor area_____---_---~~-- a aa ag 10, 400 
2 spiral stairways: 
(53) Basement to 3d floor____-~_- oD ites eek OA aes a TEE te eee 18, 600 
Ee aR PST ee Ce ee 336, 450 


Mr. Roonry. Do you have a general statement, Mr. Chandler? 

Mr. Cuyanpier. Mr. Chairman, the written justification was intro- 
duced in the record and it was really all that I have to say. But there 
are here people who can testify concerning the estimate of cost and the 
rate of rentals. 


REASON FOR ADDITIONAL SPACE ESTIMATED TO BE NEEDED 


Mr. Roonry. Before we get into that, would you please explain to 
us how it is that you want to supplant the 19,390 square feet with 
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30,000 square feet in the proposed new quarters? What is the alleged 
necessity for that? 

Mr. Cuanpter. The first reason is that the Supreme Court Building, 
being a very solid and heavily constructed building, will support safely 
a heavier load per square foot than the General Services Administra- 
tion informs us we can expect to secure in any space that might be 
available for rental. 

The second reason is that the personnel in the Administrative Office 
for some time, in a good many oflices, has been crowded, and now with 
the additional personnel that the Congress has very considerately pro- 
vided for in the new appropriation, conditions would be intolerable 
within the present space limits. Those two factors are the reasons 
for the additional space estimated to be needed. 

Mr. Roonry. Where will you get this space?’ Has the General Serv- 
ices Administration indicated where the space might be had? 

Mr. Cuanpier. Mr. Chairman, the representatives of the General 
Services Administration are here. I think it would be better if they 
would speak on that. We naturally have to go to the General Services 
Administration for assistance. 

Mr. Rooney. That was a very short question and it requires a very 
short answer. Have they indicated where? 

Mr. Cuanpier. They have not. 

Mr. Rooney. You have no idea at all? 

Mr. Cuanpier. We have no idea. 


BASIS FOR COST OF ADDITIONAL SPACE 


Mr. Roonry. How did you arrive at this figure of $4 per square 
foot ? 

Mr. Cuanpter. That is an estimate of the General Services Adminis- 
tration. 

Mr. Rooney. I fully realize that. I am looking right at it. 

Mr. Ziernicxt. May I answer that question? It is our best estimate, 
Mr. Chairman, of the price we will have to pay and it is purely an esti- 
mate at this time for the office space.. We have used $2 a square foot 
for the storage space based upon our best judgment as to what we will 
have to pay for the storage space. 

When the funds are made available, if they are, we will then adver- 
tise in the area that the Administrative Office would like to have the 
space located and through competition arrive at the final price that it 
will have to pay for the space. 

Mr. Roonry. Would not this be an unwieldy operation, with you 
and Mr. Whitehurst and others running the courts over there in the 
Supreme Court Building, and the rest of your outfit somewhere 
downtown ? 

Mr. Cuanpier. That is a regrettable necessity. The separation of 
of the office will undoubtedly handicap the office. 

Mr. Rooney. Your office would better function if it were kept right 
where it is now and together ? 

Mr. Cuanpier. Right, if that were possible. 

I would like to add, if I may, that as a permanent solution of the 
problem we have already had general discussions with the General 
Services Administration. It is our hope, and this will be our en- 
deavor, to bring about a time when the office can again be united in 
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one building which we hope, because of our relations with the Chief 
Justice, may be reasonably near to the Supreme Court Building. 


SITUATION REGARDING BUILDING OCCUPIED BY IMMIGRATION AND 
NATURALIZATION SERVICE 


Mr. Rooney. Mr. Ziernicki, what is the present situation with re- 
gard to the building over here on Capitol Hill now occupied by the 
Immigration and Naturalization Service? Is that being condemned ? 

Mr. Zrernicxi. Not by us. We understand that the Senate is look- 
ing for additional land in that area, and that is information that I get 
from the newspapers. 

Mr. Rooney. That is where I got it. We only finished putting the 
Immigration Service in that building about a year ago and we fixed 
the building up at considerable expense. 

Iiow does the planning, if any, come about? Who does the planning 
of things like this? 

Mr. Zrernickt. In connection with the Architect of the Capitol’s 
property I am afraid that would be within his bailiwick. 

Mr. Rooney. I think a new Senate Office Building was already 
under consideration at the time that the Immigration Service moved 
into that building; is that not so? 

Mr. Zrernicki. I do not believe so. The building might have been. 
However, this additional land I do not think was. 

Mr. Rooney. Thank you very much, gentlemen. 

Mr. Cuanobter. I appreciate this hearing. 


WepNEsDAY, JUNE 13, 1956. 
DEPARTMENT OF STATE 
INTERNATIONAL FisHErtes COMMISSION 
WITNESSES 


WARREN F. LOONEY, DEPUTY SPECIAL ASSISTANT FOR FISHERIES 
AND WILDLIFE TO THE UNDER SECRETARY 

LOY W. HENDERSON, DEPUTY UNDER SECRETARY FOR ADMINIS- 
TRATION 

FRED S. POORMAN, DEPUTY COMMISSIONER, PUBLIC BUILDINGS 
SERVICE, GENERAL SERVICES ADMINISTRATION 

EDWARD C. CROUCH, DEPUTY ASSISTANT SECRETARY FOR BUDGET 
AND FINANCE 

WILLIAM F. CARBINE, CHIEF, SECTION OF INLAND FISHERIES, 
BRANCH OF FISH BIOLOGY, FISH AND WILDLIFE SERVICE, DE- 
PARTMENT OF THE INTERIOR 

THOMAS S. ESTES, DEPUTY ASSISTANT SECRETARY FOR OPERA- 
TIONS 

NELSON A. KENWORTHY, CONSULTANT 

CHARLES SHINKWIN, CHIEF, SPACE MANAGEMENT BRANCH 

WILBUR H. GRIM, DIVISION OF PROGRAM REVIEW, OFFICE OF 
BUDGET 
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L. L. HUNTER, SUPERVISING ARCHITECT, DESIGN BRANCH, PUBLIC 
BUILDINGS SERVICE 

Cc. G. PALMER, CHIEF OF ESTIMATES BRANCH, PUBLIC BUILDINGS 
SERVICE 

HON. JOHN D. DINGELL, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF MICHIGAN 


INTERNATIONAL SEA LAMPREY RESEARCH AND ConTROL ProGramM 


Mr. Rooney. The next supplemental item for our consideration is 
contained in House Document No. 403 at page 16 thereof. It is for 
the Department of State’s International Fisheries Commission “for 
an additional amount for the International Fisheries Commission, 
$620,000.” 

This is in connection with the sea lamprey situation in the Great 
Lakes, is it not ¢ 

Mr. Looney. Yes, Mr. Chairman. 

Mr. Roonry. Do you have a general statement to make at this time / 

Mr. Looney. If I may. 

Mr. Roonry. You may proceed. 

Mr. Looney. I do have a brief statement which I would like to 
submit for the record. 


JUSTIFICATION OF THE ESTIMATE 


Mr. Rooney. We shall insert your statement in the record follow- 
ing the insertion of pages 1, 2, and 3 of the justifications. 

(The justification pages referred to and the statement referred to 
are as follows:) 


International Fisheries Commissions, State, 1957 


(H. Doe. 403) 


Request for 12 months from July 1, 1956___-__--___~- 


5 essctseasiinand _. $620, 000 
Budget estimate next fiscal year___________________~~-. a 


Site niece 645, 587 
PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


These funds are requested to inaugurate the international sea lamprey re- 
search and control program under the Great Lakes Fishery Commission on 
July 1, 1956. By treaty with Canada and the authority in S. 3524 (ordered 
favorably reported by House Merchant Marine and Fisheries Committee on May 
8, 1956), this Comission is to institute a full-scale research and control program 
including the take-over and expansion of existing programs heretofore per- 
formed under the United States Department of Interior and the Canadian Min- 
istry of Fisheries. The sea lamprey costs the United States and Canada in 
excess of $5 million a year in the loss of valuable food fishes, and the accelerated 
program provided for in the treaty must be installed as soon as possible if we 
are to save and restore the fishery population of the Great Lakes. 
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INTERNATIONAL FISHERIES CoMMISSIONS, STATE, 1957 


Program and penane 











| . Difference, 
In budget Revised increase (+), 
| estimate | or de- 
a | | crease (—) 
; - ys at 
Program by activities: 
1. International Pacific Halibut Commission... _- --| $97, 170 | $97, 170 top et ae 
2. International Pacific Salmon Fisheries Commission - 173, 550 La 
3. Inter-American Tropical Tuna Commission | 352, 725 i: 5 Saar 
4. International Commission for the Northwest Atlantic | | 
Fisheries. _-_- paieiesartnoer snakes eae 3, 885 | 3, 885 PCR EES 
5. International W haling Commission. __---___- asst 420 | See ae ees 
6. International North Pacific Fisheries Commission. _- 12, 837 |) eee 
7. Expenses of the United States Commissioners-_-.--. -_-| 5, 000 10, 000 | +-$5, 000 
8. Great Lakes Fishery Commission-------------~-- piekenenean 615 000 +615, 000 
SW SEERA OT ETE, 645, 587 1, 265, 587 +620, 000 
| ———————————— = = | — 
Financing: Appropriation. - -----..---.------- uanibeenecas } 645, 587 1, 265, 587. +620, 000 
Obligations by objects 
Difference, 
lant claesificatt In budget Revised increase (+) 
Object classification estimate | or Ge 
crease (—) 
02 Travel_- Lense ea nee : $5, 000 $10, 000 +-$5, 000 
11 Grants, subsidies and contributions oe : ee 640, 587 1, 255, ¢ _ +615, 000 





pT EE es ae ee eee 645, 587 | 1, 265, 587 | "4620, 000 


GENERAL STATEMENT 


STATEMENT OF WARREN F. LOONEY, DEPUTY SPECIAL ASSISTANT FOR FISHERIES AND 
WILDLIFE TO THE UNDER SECRETARY OF STATE 


Mr. Chairman, this supplemental request for $620,000 is to provide for United 
States costs in connection with the new Great Lakes Fishery Conimission. This 
Commission with 38 American and 3 Canadian members was established in Febru- 
ary 1956 under the terms of the Great Lakes Fisheries Convention. The con- 
vention entered into ferce October 11, 1955, upon exchange of ratifications at 
Ottawa. 

linplementing legislation for the convention was passed by the Congress and 
enacted into law on June 4, 1956 (Public Law 557, 84th Cong.). 

As the convention is a new one, Mr. Chairman, perhaps a word concerning its 
purposes may be in order. It was negotiated to provide joint United States- 
Canadian action for the rehabilitation and improvement of the Great Lakes 
fisheries. These fisheries, although even today among the most valuable fresh 
water fisheries in the world, are not at all in good condition and, unless aided 
by bilateral action, face further deterioration. 

In the upper three lakes, the most valuable stocks—-lake trout and whitefish 
are beset by the parasitic sea lamprey. Lake trout have vanished from Lakes 
Huron and Michigan and are now threatened with extermination in Lake 
Superior. The cost in lake trout alone to American commercial fishermen is 
$3.5 million a year and will rise to $4.8 million unless the lamprey is checked. 
Whitefish may next dispappear. The present and potential loss from this 
parasite to the sports fishing and recreational resources of the area is in- 
ealculable. 

Also in all 5 lakes, research now conducted by 8 States, the Federal Govern- 
ment, the Province of Ontario, and the Canadian Government requires to be 
coordinated if their fisheries are to be brought to the levels they are capable of 
sustaining. Generally these fisheries are characterized by wide species fluctun- 
tions in the annual catch and by a steady increase of trash fish at the expense 
of more valuable species. These conditions make for an unstable fishing indus- 
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try; and in the absence of coordinated research over the 5 lakes, there is small 
likelihood they will be rectified. 

To accomplish its purposes the convention provides for a bilateral commission 
with two major responsibilities: (1) To eradicate the parasitic sea lamprey, 
and (2) to promote and coordinate fishery research and rehabilitation in the 
lakes. 

The funds requested are required to inaugurate the Commission’s program in 
fiscal year 1957. The funds would be used in this way: 


United States contribution to Great Lakes Fishery Commission : 
oe Ey ee a eee ea ee en 2) 
SS | EASE EEE SIS te aOR ee a ae a re 70, 000 
For administration b ict atin ta alee 15, 000 


Pa I i vc talnicaecits temsnmcmce OhO, OOO 
Travel of United States commissioners and advisory committee 
REE aie aera eee 5, 000 


SE. UIROI enc ie h 


wasnt Bielwds Slot eee 


The Commission will attack the lamprey chiefly through the use of mechanical 
and electrical barriers erected across streams to which the lamprey goes in its 
fifth year to spawn and die. If it cannot enter a stream, the lamprey dies with- 
out spawning as it cannot spawn successfully in the lakes. The barrier devices 
were recently developed and perfected by the Fish and Wildlife Service and are 
remarkably effective in blocking the lampreys. 

The United States contribution will, in 1957, constitute 68.75 percent of the 
Commission’s lamprey control funds; the Canadian contribution, 31.25 percent. 
This proportion is based upon the ratio of benefit expected to accrue to the two 
countries on the basis of relative catch of lake trout and whitefish in the 10 
yenrs preceding the first effects of the lamprey in each of the upper °% lakes. 
The American catch of these stocks was in those years 2.2 times greater than 
the Canadian catch. The share ratio may in the future be changed by the 
Commission subject to approval by the two Governments. The $15,000 United 
States contribution for administration will be matched by a $15,000 Canadian 
contribution. 

The carrying out of the lamprey program involves land acquisition and the 
construction, operation, and maintenance of the control devices on some 230 
American streams and on a number, as yet undetermined, of Canadian streams. 
These functions will be performed, however, not by the Commission itself with an 
international staff, but by domestic agencies of the United States and Canada 
under contract with the Commission. On this side of the border, the Commission 
will contract with the Department of the Interior, with State conservation 
agencies, and possibly with private firms. The program in fiscal 1957 will, it is 
expected, be carried out entirely by the Department of the Interior under contract 
with the Commission. The Department of the Interior will, of course, be re 
imbursed for this by the Commission. 

While this is a new appropriation in the Department of State, the $620,000 is 
not an entirely new charge upon the United States Government. Since 1947 the 
Fish and Wildlife Service has been conducting experiments on the Great Lakes 
sea lamprey problem and has operated a pilot control program. The Service's 
1956 appropriation for this purpose was $350,000. The control of the program 
of the Fish and Wildlife Service, including the mechanical and electrical barriers 
it now operates, will be taken over by the International Commission on July 1, 
1956. The actual field work will, however, as explained above, still be carried 
out on the American side by the Service under contract with the Commission. 


Mr. Rooney. Do you wish to summarize your statement ? 
Mr. Looney. If I may. 


LEGAL AUTITORITY FOR REQUEST 


Mr. Rooney. Would you at the outset state the authority in law for 
this request ? 

Mr. Looney. The authority in law for this request is the Convention 
on Great Lakes Fisheries with Canada which entered into force on 
October 11, 1955, and also Public Law 557 of the 84th Congress. 


78170—56—pt. 2 2 
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Mr. Rooney. What about the language in the proviso following: 
“for an additional amount for International Fisheries Commission, $620,000”— 
Provided, That this paragraph shall be effective only upon enactment into law 
of S. 3524, 84th Congress, or similar legislation? 

Mr. Looney. 8S. 3524 was passed by the Congress and enacted into 
law on June 4, 1956, as Public Law 557. 

Mr. Rooney. So that language in the proviso would no longer be 
necessary / 

Mr. Loonry. No, sir. Mr. Chairman, as this is a new fisheries 
treaty, perhaps a word concernning its purpose might be in order. 


NECESSITY FOR PROGRAM 


The Great Lakes fisheries are probably the most valuable fresh- 
water fisheries in the world. They are not, however, in good condi- 
tion today. The Great Lakes are boundary waters with Canada and 
without synchronizing our program with Canada we alone cannot 
rectify the conditions in the Great Lakes fisheries. 

These debilitating conditions are two. In the upper three lakes, 
Huron, Michigan, and Superior, the fisheries are beset by the parasitic 
sea lamprey eel. This creature here in this bottle is a sea lamprey. 
It lives by attaching itself to a fish and sucking up the blood and body 
juices of the fish. Two of the most valuable species in the Great 
Lakes are lake trout and whitefish. Unfortunately, this parasite 
attaches itself most readily to those two types of fish. Lake trout as 
a result have vanished. They have absolutely disappeared from 
Lake Huron and Lake Michigan and they are on their way out of Lake 
Superior. 

ELECTROCUTION OF THE LAMPREYS 


Mr. Roonry. What would this proposal entail, electrocuting these 
lampreys ? 

Mr. Looney. Yes. 

Mr. Rooney. How do you electrocute them without at the same time 
electrocuting the whitefish and the lake trout ? 

Mr. Loonry. Mr. Carbine, Chief of the Section of Inland Fish- 
eries, of the Fish and Wildlife Service, is here, and can perhaps answer 
very accurately that question. 

Mr. Roonry. Not too accurate—just so we understand it. 

Mr. Carsine. The lake trout and whitefish do not run upstream. 
The lampreys run upstream and spawn. The lake trout and the 
whitefish spawn in the lakes so that they are not involved in the elec- 
trocution. 

Mr. Rooney. Do you electrocute the lampreys only at their spawn- 
ing grounds? 

Mr. Carpine. Yes. The lamprey must spawn in the stream so it 
leaves the lake to run upstream and at that point we electrocute them. 

Mr. Looney. These are electrocuting devices, Mr. Chairman [show- 
ing pictures]. 

Mr. Roonry. What about this first photograph? Will you describe 
what it is? 

Mr. Carsrne. Several rows of electrodes are hanging in the water. 
The box over on the right, and there is one over on the left, are traps 
that are shielded. They are not electrified, and the principal species 
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of fish veer away from the electrical field and move upstream until 
they hit one of these traps. The traps are emptied every day. The 
lampreys that get in there are killed and the good fish, such as trout 
and other species are released to run upstream to spawn—and I am 
speaking now of the brook trout and the rainbow trout. 

Mr. Rooney. Where was this photograph taken and when? 

Mr. Carpine. This is the Ocqueoe River. The photographs were 
probably taken about three years ago. 

Mr. Roonry. Was this a prototype? 

Mr. Carprne. One of the prototypes. 

Mr. Rooney. How many do you have? 

Mr. Carstne. Probably 5 or 6 different types. 

Mr. Roonry. What can you tell us about the success of this setup? 

Mr. Carprne. One hundred percent of the lampreys are prevented 
from going upstream. 

Mr. Roonry. How long have you been experimenting with this? 

Mr. Carprne. With the electrical barriers, about 5 years. 

Mr. Roonry. Where was the photograph entitled “Type B” taken? 

Mr. Carstne. That is on one of the Wisconsin streams. I believe 
that is the Sturgeon River. 

Mr. Roonry. Now we have a photograph entitled “Type C.” Where 
as that taken ¢ 

Mr. Carsrne. That is Carp River in northern Lake Michigan. 

Mr. Roonry. You now have three types—A, Band C. Which is the 
best type? 

Mr. Carprne. It depends upon the type of stream and the depth of 
the water. In shallow streams we use two pipe electrodes across the 
bottom. On deep water streams we must use hanging electrodes. On 
some streams one pole will be a hanging electrode and the other vole 
will be a ground electrode. 

Mr. Rooney. Might not this setup be harmful to human life? 

Mr. CarsineE. Yes. We take precautions to prevent accidents. We 
haven’t had any accidents yet. This year we have nearly 70 devices 
operational and we have not had any difficulty. 


BASIS OF ESTIMATE 


Mr. Roonry. On page 9 of the justifications how did you arrive at 
this estimate of $620,000? 

Mr. Looney. That is arrived at on the basis of 7 or 8 years’ ex- 
perience of the Fish and Wildlife Service in this activity. I might 
say that the way this Commission will operate is not to go out and hire 
a large number of international civil servants to do this project. It 
will contract on the American side with the Fish and Wildlife Service 
and the Fish and Wildlife Service will do the actual operation. 

The $620,000 is, therefore, the Service’s estimate. 


CANADIAN CONTRIBUTION 


Mr. Rooney. Is there a joint contribution ? 

Mr. Looney. Yes. 

Mr. Roonry. What is the amount of the Canadian contribution ? 
Mr. Loonry. Next year it will be $269,000. 
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Mr. Rooney. When you say “next year,” you mean the fiscal year 
beginning July, 1956, or 1957? 
Mr. Looney. The fiscal year 1957. 


U. 8.-CANADA RATIO OF SUPPORT 


Mr. Rooney. In other words, the United States would contribute 
roughly about three-quarters of the amount? 

Mr. Looney. Just under three-quarters. I might say that the basis 
of that sharing is this: the fish that are being attacked by the 
lamprey, the fish which have practically disappeared, are two valuable 
species, the trout and whitefish. If these devices work, and we believe 
they will, and if the lamprey population disappears, we are going to 
have the trout and whitefish back again. How much benefit to 
Canada and how much to the United States would result? The best 
measure that we have of that is the catch of each country of those 2 
species in the 10 years preceding the effect of the lamprey in those 
lakes. If we measure that, we find that the Americans caught 2.2 
pounds of those 2 fish to every 1 pound that the Canadians caught. 
We started off the Commission on that basis, that we put $2.2 up to 
every Canadian dollar. 

Now, the Commission has the authority to change that proportion, 
that is to say, it can recommend to the Governments a change in that 
proportion at any time in the future, and if the Canadian catch of 
these rehabilitated fisheries amounts to 1 to 1, we would expect a 
recommendation that Canada match our dollars in this lamprey pro- 
gram. 

COST OF SEA LAMPREY DAMAGE 


Mr. Roonry. Have you computed the damage to the American 
economy as the result of this scavenger ? 

Mr. Loonry. Well, we can measure $3,500,000 in trout alone. 

Mr. Rooney. How about whitefish ? 

Mr. Loonry. How much in whitefish and other fish we do not have 
an estimate. How much in sports and recreational resources of the 
eight Great Lakes States, we do not know, but we believe it to be 
incalculable. It is in the millions and millions of dollars. 

Mr. Roonry. How long has this damage to American fisheries in 
the Great Lakes been taking place ? 

Mr. Looney. Through the last 15 or 18 years. This lamprey was 
blocked by Niagara Falls for many, many centuries. It has appar- 
ently lived in Lake Ontario for eons. It is a salt water fish originally 
that came up the St. Lawrence. It could not get by Niagara Falls. 
When the Welland Canal was built it managed slowly but surely to 
move up that canal into Lake Erie. Lake Erie is a very shallow and 
warm water lake. The eel does not do very well there. It used that 
lake as a route of transit up into the more suitable lakes like Lake 
Huron. 

The first lamprey was seen in Lake Huron in 1936. Today they 
eatch less than 50 pounds of trout in Lake Huron. The eel then moved 
to Lake Michigan. Last year I think in Lake Michigan they caught 
only 2 lake trout, 56 pounds. It used to be in the millions of pounds 
only 20 years ago. 
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Mr. Rooney. What is the weight of one of these lampreys? 
Mr. Looney. That is a big one in the large jar. 

Mr. Dincewy. A shade less than a pound. 

Mr. Carsrne, That is a big one. 


LAMPREY SPAWNING HABITS 


Mr. Preston. I am interested in this operation. I do not pose to 
know anything about the habits of the lamprey eel, but I am reasonably 
well informed about the habits of many of our fish. 

If you stop him from going up the stream to spawn he is going to 
spawn somewhere. Where does he spawn? 

Mr. Carpinr. As far as we know now, lampreys only spawn in 
streams. We have no records of them spawning in the lakes. You 
mean if we blocked all the streams, they might spawn in the lakes? 
We have no record of that. The Canadians and our people have been 
working on this problem for a number of years by placing lampreys 
in pens in favorable spots in the lake and there has been no spawning. 
We have blocked certain streams in the past and marked all the lam- 
preys that are prevented from going up the streams. We find they 
go out into the ake and move into adjoining streams. 

Mr. Presron. Of course, the female lamprey is going to get rid of 
her eggs somewhere. She is not going to carry them around the rest 
of her life. 

Mr. Carsine. They do not live beyond spawning time. We have 
held lampreys in aquariums and they die late in the spawning season 
if they cannot spawn. 

Mr. Preston. The shad has the same habit as the lamprey eel. 

Mr. Carptne. To a certain extent. 

Mr. Preston. The shad goes up a fresh water stream to spawn and 
always go back to the same stream, and the shad dies after spawning. 
It feeds rarely when it is going upstream. You say that this fish dies 
after spawning also? 

Mr. Carsrne. Just like the Pacific salmon. Before the spawning 
migration starts it stops feeding. The internal organs are absorbed 
for the purpose of making eggs and sperm. The spawning lamprey, 
once on the spawning bed, will have practically no intestines. The 
intestine will be the size and diameter of a very fine silk thread. So 
by the time they get through depositing the eggs and sperm, there is 
nothing left in them. 

Mr. Preston. I take it the egg of the lamprey eel has to be fertilized 
by the male lamprey to hatch; is that right? 

Mr. Carpine. Yes. 

Mr. Presron. And it is your contention that when she is denied 
access to a running stream she will deposit the eggs in the lake and 
then die? 

Mr. Carpine. She might not deposit them. Very few fish pre- 
vented from spawning just deposit their eggs. They usually hold 
them and absorb them. 

Mr. Preston. Hold them and absorb them ? 

Mr. Carprne. Yes. 

Mr. Preston. The entire roe? 

Mr. Carsine. Not the entire roe. Some will be held over to the 
next spawning season. You can open up some trout and find the 
large eggs from previous spawning that were not deposited. 
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Mr. Loonry. Here is a picture which shows the necessity of a 
lamprey finding a stream of a certain gradient, a stream having cer- 
tain sand and gravel present, and which also shows the lamprey 
larvae remain in the mud for some 4 years taking their food from 
the water flowing above. Apparently, if they were deposited in the 
mud in the lake the conditions are not such as to support life of the 
larvae. 

Mr. Carstne. The lamprey spawning habits differ from those of 
the shad; the lamprey selects a stream that is more nearly a trout 
stream for spawning. They have to deposit their eggs in gravel, in 
running water, and the streams they do select are mostly trout streams. 
Their spawning requirements are very similar to those of a brook 
trout. 

CHEMICAL CONTROL PROGRAM 


Mr. Preston. How long do you propose to carry on this work to 
try to eliminate the lamprey eel ¢ 

Mr. Loonry. Well, it is doubtful whether we will ever achieve 
100 percent control. It is rather difficult to say at this time how long 
the program will have to be carried out. We are working with 
chemicals, experimenting with them, that look very promising. 

Perhaps in the very near future we will have chemicals that can be 
spread in the streams that will eliminate all of the year classes of lam- 
prey that are present. The larvae spend from 4 to 6 years in the mud 
of the stream before moving out into the lake to start its parasitic life 
which may take 1 or 2 years. But by the use of chemicals we could 
eliminate the 4- to 6-year classes present in every stream. It does have 
a great deal of promise. 

Mr. Preston. The use of chemicals ? 

Mr. Looney. Yes. With chemicals we might be able to do the 
job in2 years. I mean that every 5 or 6 years we would have to go in 
and apply the chemicals to the stream again. 

Mr. Presron. You do not have any predatory fish in the lakes that 
will feed off of these things and destroy them ? 

Mr. Looney. No, sir. 


USE OF NATURAL ENEMIES 


Mr. Preston. Have you given any thought to stocking the lakes 
with predatory fish? 

Mr. Carptne. Yes. We have not found anything to do the job. 
To do it completely, this lamprey control has to be almost 100 percent 
effective. Something that would eat an occasional lamprey would not 
do the job. We have looked into bacteria and parasites. At one time 
we thought of introducing the Atlantic eel which burrows in the mud 
and does eat organisms found in the mud. There again, it would not 
be 100 percent effective and the Atlantic eel itself might do more harm 
to the fisheries of the Great Lakes than the lamprey. If you intro- 
duce a predator he will eliminate his prey and start feeding on some- 
thing a 

Mr. Preston. Just like this device that you are using, you are go- 
ing to kill some good fish with it ? 

Mr. Carptnr. Yes. We are trying to eliminate that by experi- 
menting with the leading devices and using the d. c. current. Fish 
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are attracted to the positive poles. We have two in effect now that 
look very promising. 

Mr. Preston. What success have you had with traps? 

Mr. Carprne. They do a fine job. They are too expensive to main- 
tain and operate. They get washed out. They collect debris, whereas 
these hanging electrodes—if a log comes down, it will just move right 
through the eleetrodes and brush them aside. 

Mr. Preston. I do not know whether a dogfish would live up there, 
or a mudfish, but he would eat up anything in that lake if you got 
him started. 

CONDITIONS IN LAKE ERIE 


Mr. Bow. This is a very serious problem, of course, to the Great 
Lakes. I would like to see something done to remedy it. 

What is the situation in Lake Erie now ? 

Mr. Looney. Hitherto the lamprey did not seem to take in Lake 
Erie because the water was too shallow and warm. I noticed just 
last week that the Great Lakes Lamprey Committee met in Buffalo 
and among other resolutions moved, or passed a resolution which 
stated that whitefish scars from the lamprey eel are becoming so nu- 
merous as to excite great concern; and that resolution is coming down. 
I believe, to the Congress and the various executive departments. 

Mr. Bow. Do I understand from this justification that you are pre- 
pared to do work in only two of the lakes, and Erie is not included 
in this? 

Mr. Loonry. In three lakes in the fiscal vear 1957, but Lake Huron 
will be picked up next year and Lake Erie and Lake Ontario, as far 
as work is needed there, will be picked up in 1958. 

Mr. Bow. I know from my own experience on fishing in Lake Erie 
we have found the lamprey there. 

Mr. Looney. Yes. 

Mr. Bow. You do have Lake Erie in your program scheduled ? 

Mr. Looney. That is correct. sir. 

Mr. Crevencer. I remember 3 or 4 years ago up at Drummond 
Island south of the Soo a friend of mine had a boathouse, sort of a re- 
movable landing so that the ice would not take it out, and one day a 
big trout came swimming through with two of these things attached 
to it. They had taken the vitality all out of the trout. 

I remember when we used to get 18 or 19 million pounds of com- 
mercial fish from Lake Michigan. I think that Canada will have a 
big problem. Georgian Bay is a part of the lake. They have wonder- 
ful whitefish up there. While Lake Erie is a better spawning ground, 
I like the fish from the north better to eat than from Lake Erie. 

Mr. Loonry. You have a western taste, sir. For New York City 
Lake Erie whitefish are the ones wanted and they are being substituted 
for by the Great Slave Lake whitefish, a Canadian whitefish. 

Mr. Rooney. They make good gefullte-fish ? 

Mr. Looney. That is correct. 


3USINESS FAILURES CAUSED BY CONDITIONS 
Mr. Cievencer. On the Wisconsin shore I have some nephews living 


at Two Rivers. There used to be 8 or 9 boats going out after lake 
trout and they are now out of business. 
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Mr. Looney. Out of business completely ? 

Mr. Cievencer. They do not have any trout. 

Mr. Looney. They are out of business. 

Mr. Cievencer. I think this is so serious that it is worth while try- 
ing to see if we cannot bring the lake trout back. I have been out 
on the lakes, and they had a great industry. The trout are not there 
any more. , 

Mr. Loonry. They are completely gone in those lakes. They are 
going in Lake Superior. I think that there were $1,300,000 worth 

taken last year on the American side, but give the lamprey a few more 
years in Superior and it will be zero dollars. 

Mr. Crevencer. I love to catch the trout. I have caught them 
for the last 40 years, some in the inland lakes of Wisconsin. Those 
are the landlocked salmon that have been propagated. They used 
to turn loose a half a million fingerlings trout in Superior waters 
that were really Jandlocked salmon. You have a lot of pink trout 
there. They are getting more scarce every year. 

Mr. Looney. I will tell you a curious thing about the lake fisheries, 
and this comes into the second part of the ‘treaty, namely, the need 
for coordinating our research. 

The total catch i in pounds in the Great Lakes is only about equal to 
what it was in 1870. That is extraordinary. The Great Lakes 
fisheries are right in the heart of the most densely populated center of 
the United States and there i is a great market for the fish, and here 
we have other fish being sent in ther e. Production is 10 to 20 times 
what it was in 1870 for the ocean fish. 

Mr. CLevencer. I have seen immature trout in the Detroit market. 
I used to go up there every week and I saw the time when the com- 
mercial fishermen got their nets so small that I thought that would 
have some bearing upon the trout. I thought that that would have 
more effect upon the fisheries than the eels. It is certainly a natural 
resource that should be protected. We lose millions of dollars and 
the good food. 

Mr. Looney. That is the situation. 

Mr. Cievencer. That is a shame. If there is some way to do it 
it should be done. 

Mr. Looney. It is amazing that we can only get as many pounds 
of fish as we got back in 1870. It is extraordinary. 

Mr. CLevencer. I have taken a dozen nice trout out of an inland 
lake in Wisconsin, almost as pink as a brook trout. I have heard a 
lot of people say that there is not such an animal, but the proof was 
there. I caught them. I like to take a few days off in the summer 
and go up there and get them. I do not want to have them disappear. 


EFFECT ON RECREATIONAL AND SPORTS FISHING 


Mr. Looney. We are sorry that we could not get together figures on 
the recreational and sports fishing loss up here. It is very difficult. 
We really believe that there are millions and millions of dollars being 
lost up there due to the loss of sport fishing. 

Mr. CievenGer. I heard a former Member of Congress from Wis- 
consin yesterday telling how they used to set fire to the forest up 
there in order to get $5 a day as a firefighter. Today you go up there 
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and a good guide wants $18 a day to take you out fishing. Their 
income a year from sports is greater than it ever was in the biggest 
year when they were devastating a State. It is a source of income 
for thousands of people who live there. It is all tied together. 

The eels have been known to attach to carp in the Mississippi River. 

Mr. Looney. After the trout and whitetish, though, the lamprey 
will go down through the other species. 

Mr. Cievencer. To the walleyed pike, which is the prime food 
fish in the north. 


INEXPENSIVE CONSERVATION PROGRAM 


Mr. Bow. Last year I was in Pakistan and Karachi, and there I saw 
ICA spending many, many times the amount requested in this appro- 
priation to develop the fishery industry of Karachi. It seems to me 
this is a small amount for us to spend in the conservation of wildlife 
and fish in this country. 


STATEMENT OF REPRESENTATIVE DINGELL OF MICHIGAN 


Mr. Roonry. Before we get into the details of the instant request, 
I would like to welcome to the hearing room our distinguished friend 
the gentleman from Michigan, Mr. Dingell, who wishes to address 
the committee with regard to this request of the Department of State. 

Mr. Dincetu. I would like to thank the chairman and the members 
of the committee for their courtesy and for the opportunity to say a 
few brief words on the subject of the sea lamprey. { have a prepared 
statement. 

Mr. Rooney. We shall insert it in the record at this point. 

(The statement referred to is as follows:) 


Mr. Chairman and members of the committee, my name is John D. Dingell. 
I am a Member of Congress from the 15th District of Michigan. 

I want to take this opportunity to thank the members of this committee for 
their kindness and courtesy in permitting me to testify on a matter of the 
utmost importance to the people of the Great Lakes area and the Nation. I am 
on the Merchant Marine and Fisheries Committee of the House which studied 
the legislative aspects of the Great Lakes Fisheries Convention and the problem 
of eradicating the sea lamprey from those waters. I am most happy to see that 
this committee is considering the-appropriation for the United States contribution 
to the Commission on the Great Lakes. Parties to that convention and member- 
ship on the Commission will be the United States and Canada. The first primary 
duty, chronologically, of that Commission will be to remove and eradicate the 
vampire sea lamprey from our Great Lakes. Later it will continue to do its 
equally important duty of studying the fish culture of the area and methods of 
increasing its numbers and uses. 

The sea lamprey is a marine species, a member of the eel family which, like 
the salmon family, spawns in fresh water, migrates to salt water to spend its 
adult life and returns to fresh water in the spring to spawn and die. 

There are several characteristics of this species which are of considerable im- 
portance. The fresh water in which the lamprey must spawn are the cold-water 
streams with gravel bottoms, usually perfect habitat for trout. It lives its first 
5 or more years as a harmless blind larva, dug into the silt below the stream 
bed, out of the reach of predatory fishes and other enemies. 

It is only upon the completion of this cycle of growth that the newly trans- 
formed lamprey, usually with the spring high water, descends the streams into 
salt water to begin its prey on the fish life. 

It has become accustomed to fresh water, and has long been an inhabitant of 
Lake Ontario. Its travels into the other waters of the Great Lakes was long 
blocked by Niagara Falls. With the cutting of the Welland Canal and other 
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similar waterways, the lamprey found its way into the upper lakes. At first it 
did not do well in Lake Erie because the water there was warm and the spawn- 
ing streams were not well suited to its needs. However, it soon found its way 
into Lakes Huron and Michigan, and there found habitat well suited to its needs, 
and the cold, clear streams flowing into those lakes perfect for spawning. 

This species has multiplied to untold numbers in all the Great Lakes because 
of its relative freedom from natural enemies in the mature state, the fact that 
it is not a species which is desirable to man, and because of its freedom from 
predators during its larval state. In all the lakes except Lake Superior it has 
wiped out lake trout and whitefish. In so doing it has wiped out an $8 million a 
year industry, and destroyed the livelihood of hundreds of fishermen. It has 
eliminated an invaluable sporting asset. <A fishery which has amounted to a 
commercial catch of over 100 million pounds of fish a year is no longer to be used 
either for sport or commercially. 

The lake trout and whitefish are now in their last stronghold in Lake Superior. 
Shortly they will be wiped out there unless something is done soon. Even there, 
where the rapids of the St. Mary’s River prevented the predator’s arrival for a 
long time, the lamprey is beginning the same wholesale slaughter of these val- 
uable fish. 

Fortunately, a method of control is at hand. Electric weirs using regular 110 
a. ¢. or d. ¢ current will kill selectively all lampreys during their spring spawn- 
ing run before they are able to reproduce. Although this process is necessarily 
slow, because of the 5-year period spent by immature lampreys in passing from 
the harmless mud-burrowingstate, it promises to liquidate the parasites in less 
than 10 years unassisted by other methods. 

Research by the Fish and Wildlife Service and other agencies and individuals 
has resulted in a selective poison and a method for its use which promises to kill 
the immature lampreys in the stream and in the silt underneath without affect- 
ing other valuable species. This coupled with the use of electric weirs should 
rid the lakes of this terrible pest in less than 5 years and permit the return of 
a valuable industry and an invaluable sporting asset. 

It would be interesting to describe the operation of the lamprey. It hunts 
both individually and in schools. Because the fish do not fear it, it is able to 
approach closely and then seize its victim with its suction head. The victim then 
threshes wildly, unable to free itself, while the lamprey continues to feed upon 
the flesh and body juices of its victim. 

The lamprey has a suction head, in the center of which are many rings of 
sharp teeth and a rasp tongue which chew through the flesh of the prey. Into 
the wound is injected a substance, lamphredin, which prevents coagulation of 
blood and actually dissolves the flesh and body juices of its victim. 

Once the hold is completed the lamprey feeds until sated or until its victim 
dies. A delicate fish like the trout and whitefish die in as little as 4 hours. 
Feeding can, however, go on for weeks, although the usual time for large 
lampreys is about 40 hours, if the fish survives that long. 

Each pair of lampreys produce from about 24,000 to about 107,000 eggs, the 
average number is about 65,000. Mortality is very low in the immature and 
mature predator, so the rate of reproduction is enormous. ‘That and the fact 
that they must consume 90 pounds of fish for each pound that they gain is the 
reason for the unbelievable destruction the species has wrought in so short a 
time. 

We of the Great Lakes area support the appropriation of this bill whole- 
heartedly as we supported the authorizing legislation which ratified the United 
States participation in the Great Lakes Fisheries Convention with Canada and 
the Commission which was established under that convention. 

Under this program Lakes Michigan and Superior will be ringed with electric 
weirs during this year at the entrances of all spawning streams on their shores. 
For this and other functions an additional appropriation of $620,000 is asked as 
our share of the cost of the Commission’s total budget. Canada also will contrib- 
ute her fair share. Next year Lake Huron will have similar treatment. Poison 
will be used which will selectively destroy the young parasites without injury to 
other species. 

The cost is small compared with the value to be derived, and will diminish each 
year, until only a watchdog program be required for the protection of the lakes. 
It is not unlikely that the taxes secured from commercial industries dependent 
upon the fish which will again return will more than pay America’s share of the 
cost. Certainly the other values to be derived from the restoration of other stocks 
of fish will far outweigh this outlay. We hope that the Commission will go on 
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after its triumph over this pest and continue the other related functions assigned 
io it by the Convention of studying the fish culture of the area and methods of 
increasing not only the number of fish but the beneficial use which may be made 
of them by commercial users and sportsmen. 

In conclusion, T will state to the committee that this is not a bill which benefits 
only one State. Tt will help all of the Great Lakes region: New York. Pennsyl- 
vania, Ohio, Michigan, Indiana, Illinois, Wisconsin, and Minnesota. It will pre- 
serve an invaluable resource, and it will help industry and sportsmen of the 
country alike. It is a benefit to the country as a whole for the splendid recrea- 
tional and aesthetic value which it will preserve. I hope this committee will 
authorize the full sum of the appropriation requested. 

Mr. Dineen. If I may, T will just summarize. 

Mr. Roonry. You are not opposing this request ? 

Mr. Drincerx. I certainly am not. As a matter of fact, T am sup- 
porting it with all the enthusiasm that I am able to muster. 

I should like to compliment the committee on the very wonderful 
understanding they show of the problem. TI should like to compli- 
ment my colleague, Mr. Bow, and the gentleman seated next to him, 
for the very splendid understanding of the problem. 

I think that there is very little to say as the result of what the com- 
mittee has said. I brought over with me this morning a number of 
bottles, three of them. The middle-sized bottle contains newly trans- 
ferred sea lampreys. This is the sea lamprey as it begins it parasitical 
life upon other fish. 

The smaller bottle contains the larvae, which, as was mentioned 
by the previous witness, exists in the stream bed. It is blind and 
harmless and does not begin feeding; during that time, it cannot be 
reached by conventional methods. 

The largest bottle that I have here, and this one |indicating| 
contain mature lampreys, and they are of course the parasites which 
destroy the fish. The lamprey has a tremendous rate of reproduction. 
The average female lays approximately 64,000 eggs. That is a re- 
produce tion rate on the order of 64,000 for 2 lampreys. 

The lamprey has few, if any, natural enemies, and none present in 
the Great Lakes. Of course, the immature lamprey is safe during the 
period in the mud because there are no parasites or other animals 
which can reach it to attack it. 

I would like to comment briefly on the electric weir program that 
will prevent the lampreys from reaching the spawning grounds. 
They must have a certain kind of streambed and a certain water 
temperature. They migrate only when the water temperature reaches 
only 40 degrees, so the approach to the spawning bed is fairly well 
predictable. Also, they are separated from a number of other species. 
The trout usually have alre ~ady spawned and returned, they being 
the only other migratory species which spawns in the early spring. 
I am speaking now of the rainbow trout. 

It is possible by the use of these weirs to check the eels almost 100 per- 
cent before they reach their spawning beds. By tr apping and by actu- 
ally killing them with this electrical charge according to the figures 
I got from the Fish and Wildlife Service it is possible to eradicate 
these eels. 

While I was sitting as a member of the Merchant Marine and Fish- 
eries Committee, figures that I received led me to believe that the 
animal can be exterminated in a period from 7 to 10 years by the use 
of the electric weir. Iam also given to understand now that a selective 
poison has been discovered which will exterminate these animals under- 
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neath the streambed without disturbing the other valuable species 
which have to live in the streams. I will say that the Canadians have 
gone after this lamprey with considerable vigor and have been putting 
in a good many weirs on their streams. They have also gone after the 
lamprey by poisoning streams, but they have not had a selective poison 
up to now. In the process they have poisoned every animal in the 
stream, be it fish, fowl, or anything else. 

So I join my colleagues here on the committee in the sincere hope that 
the full amount of this appropr iation can be given to the Commission 
and the Fish and Wildlife Service to carry out this work. I am sure 
that with a vigorous approach it will benefit all of the Great Lakes 
area, including New York, Pennsylvania, Ohio, Michigan, Indiana, 
Wisconsin, and Mississippi. 

This figure is hard to believe, but this fishery once netted over 100 
million pounds a year of lake trout, exclusive of the whitefish also 
netted in the area. The eels have reached such a population in the 
Great Lakes that they are now attacking not only the trout and the 
whitefish, which they have exterminated in many cases, but they are 
now attaching themselves to suckers, to carp and to walleyed pike. 

I want to conclude my statement by thanking my colleagues here for 
their splendid courtesy to me. I hope it will “be possible. to eradicate 
this pest once and for all. 

Mr. Roonry. Thank you for a highly interesting and informative 
statement. 


STATEMENT OF REPRESENTATIVE REUSS OF WISCONSIN 


Mr. Rooney. I should like to insert in the record at this point a 
statement submitted by our colleague, the gentleman from Wisconsin, 
the Honorable Henry S. Reuss. 

(The statement is as follows:) 


STATEMENT BY REPRESENTATIVE HENRY S. REUSS ON SUPPLEMENTAL APPROPRIA- 
TIONS FOR THE GREAT LAKES FISHERIES COMMISSION 


Mr. Chairman, the appropr lation requested by the Department of State for the 
Gre: j for the coming fiscal year—is 
“asereibectesg I urge this subcommittee to increase it to a sum sufficient to control 
the sea lamprey on all the streams on the United States side of the three western 
Great Lakes—Superior, Michigan, and Huron—-where the lamprey flourishes. 

It is well known: 

1. That the parasitic lamprey is responsible for utterly destroying the lake 
trout fisheries of Lakes Huron and Michigan. For example, in 1944, the catch 
of lake trout in Lake Michigan totaled 2,851,642 pounds. Ten years later, the 
eatch was 56 pounds. Now Lake Superior is being similarly invaded. A $5 mil- 
lion industry employing thousands of citizens has been wiped out. 

2. That by placing electric barriers on the streams which lampreys mount to 
spawn, the lamprey can be killed. 

For some years, the United States Fish and Wildlife Service has been spending 
about $350, 000 a year to onerate these electric barriers on about one-third of 
the breeding streams in United States territory, yet the situation has grown 
steadily worse. As Gordon MacQuarrie, outdoors editor of the Milwaukee Jour- 
nal, so aptly described it: “the current effort to halt them in their spawn run 
ean be compared to King Canute’s demonstration of the impossibility of holding 
back the ocean.” 

Two steps are essential if the lamprey is to be controlled: 

(1) an agreement with Canada for a joint control program ; 
(2) enough money so that all the spawning streams can be protected. 

We now have the agreement with Canada. The binational Great Lakes Fish- 
eries Commission has been organized and has held its first meeting. At last a 
coordinated program is feasible. 
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What we still need is the money to do the job. 

The $615,000 now being requested by the Department of State is adequate to 
operate all the existing barriers, to construct and operate additional barriers on 
all infested streams in Lake Superior, and to construct and operate additional 
barriers on streams in the northern part of Lake Michigan. No money is 
scheduled to be used to protect southern Lake Michigan or any part of Lake 
Huron. 

This is a “penny wise, pound foolish” policy. Lampreys can swim from one 
part of Lake Michigan to another and from Lake Huron into Lake Michigan. 
It will be impossible to eradicate the lamprey—which, incidentally, having de- 
stroyed the lake trout, is now attacking other fish—unless all the breeding 
streams are covered. It is apparently the intention of the new Commission to 
complete 100 percent coverage by 1959. But why wait 3 years? The construc- 
tion job will cost as much whenever it is done. By waiting until 1959, operating 
costs for all the barriers will extend 3 years longer, because they must all be 
maintained until the lamprey is completely eliminated. And the lake trout 
industry certainly cannot be revived by restocking until the lamprey is done away 
with once and for all. 

According to the figures submitted by the Department of the Interior at hear- 
ings last year before the House Merchant Marine and Fisheries Committee, the 
cost of constructing a lamprey barrier ranges between $3,000 and $4,000. With 
the money now being requested, it is contemplated building only 61 new barriers 
on Lakes Superior and Michigan, leaving uncovered 31 streams entering Lake 
Michigan, and 33 entering Lake Huron. To protect these streams would thus 
require about $200,000 to $250,000 more than is being requested, plus the neces- 
sary maintenance funds. 

I urge this subcommittee to increase the appropriation by the amount neces- 
sary to do the job right. Piecemeal treatment of the problem is like plugging 
a few of the holes in a leaky canoe: unless all are plugged, the canoe will still 





leak. 
RATE OF CONTROL DEVICE CONSTRUCTION 


Mr. Roonry. I notice on page 9 of your justifications that there is 
a table showing that 69 control structures have already been com- 
rleted. These were completed with funds appropriated where—in the 
i se of Interior appropriations bill to the Fish and Wildlife 
Service. How much in the current fiscal year does the Fish and 
Wildlife Service have in connection with this program ? 

Mr. Loonry. $350,000. 

Mr. Roonry. And the year before that ? 

Mr. Looney. $350,000 again. Prior to that they had just a bit more, 
up to $400,000. 

Mr. Roonry. Do you expect to construct the remaining 161 control 
structures with the instant request of $620,000 ? 

Mr. Looney. No, sir. The construction phase will move through 
1957, 1958 and possibly 1959. 

Mr. Rooney. What will we have at the end of the fiscal year 1957? 

Mr. Loonry. On Lake Superior we shall have six more control 
devices constructed. 

Mr. Roonry. You have on Lake Superior 48 completed and you 
expect in the coming year to complete 6 more ? 

Mr. Looney. That is correct. 

Mr. Roonry. Now, how about Lake Michigan ? 

Mr. Loonry. In Lake Michigan 55 devices will be constructed in 
the fiscal year 1957. 

Mr. Rooney. You have 21 there now? 

Mr. Loonry. Yes. 

Mr. Roonry. How about Lake Huron? 
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Mr. Looney. In Lake Huron in 1957, none, 1958, 33. 

Mr. Rooney. The total, if 1 understand you correctly, to be con- 
structed in the fiscal year 1957 is 61% 

Mr. Loonry. Yes. 

Mr. Rooney. At a cost of how much ¢ 


COSTS OF CONTROL PROGRAM 


Mr. Looney. On construction, $230,000, 

Mr. Roonry. That would be about $4,000 apiece ? 

Mr. Looney. Yes. 

Mr. Roonrny. When we discuss these matters, we are referring only 
to the United States side: are we not / 

Mr. Looney. Only the United States side. 

Mr. Roonry. Would the entire $620,000, with the exception of some 
moneys for an office and executive secretary, be used entirely on the 
United States side? 

Mr. Looney. Entirely so, Mr. Chairman. 

Mr. Roonry. So that the only international money would be in 
connection with this office setup; is that correct ¢ 

Mr. Looney. Well, it depends upon what we mean by “international 
money.” $615,000 will be turned over to the Commission but it is 
true that $600,000 of it will be turned back over to the Interior De- 
partment to construct these 61 devices. 

Mr. Rooney. $605,000 ? 

Mr. Loonry. There is $5,000 in travel of the United States Commis- 
sioners and their advisers. 

Mr. Rooney. So, with the exception of the United States one-half 
share of the cost of the Commission; to wit, $15,000, and $5,000 for 
the American members’ travel, $600,000 will be used entirely in the 
United States / 

Mr. Looney. Entirely in the United States. 

Mr. Rooney. Is there any money in this budget for entertainment? 

Mr. Looney. I believe not. 

Mr. Rooney. Believe not ¢ 

Mr. Loonry. The answer is “No,” Mr. Chairman. 


COMMISSIONER’S TRAVEL 





Mr. Rooney. How was the amount of $70 set as shown at page 17 
of the justifications? Is that in the basic legislation ? 

Do you have page 17 there? It involves 8 commissioners and ad- 
visory committee members at $70 for 5 meetings for a total of $2,800. 

I believe the request is for their transportation. 

Mr. Looney. The $70 refers not to per diem, of course, but rather 
to the travel expenses. 

Mr. Rooney. It is entitled “Transportation.” 

Mr. Loonry. Yes, sir; it is estimated from the view that meetings 
will be held from Buffalo west to Duluth—a certain number of meet- 
ings. It contemplates tive meetings, Mr. Chairman, in that area. 

Mr. Presron. Off the record. 

(Discussion off the record.) 

Mr. Roonry. Mr. Bow? 

Mr. Bow. I have no questions, Mr. Chairman. 
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Mr. Rooney. Mr. Clevenger ¢ 

Mr. CLevENGER. No questions. 

Mr. Rooney. Will you please leave these photographs here with 
us ¢ 

Mr. Looney. Yes, sir; you may have them. 

Mr. Roonry. Very well. 

If there are no further questions, we thank you, gentlemen. 

Mr. Looney. Thank you, Mr. Chairman. 


WEDNESDAY, JUNE 13, 1956. 
IEXTENSION AND REMODELING, State DerarrMentrT BUILDING 
WITNESSES 


LOW W. HENDERSON, DEPUTY UNDER SECRETARY FOR ADMIN- 
ISTRATION 
THOMAS S. ESTES, DEPUTY ASSISTANT SECRETARY FOR OPERA- 
TIONS 
NELSON A. KENWORTHY, CONSULTANT 
CHARLES SHINKWIN, CHIEF, SPACE MANAGEMENT BRANCH 
WILBUR H. GRIM, DIVISION OF PROGRAM REVIEW, OFFICE OF 
BUDGET 
FRED S. POORMAN, DEPUTY COMMISSIONER, PUBLIC BUILDINGS 
SERVICE, GENERAL SERVICES ADMINISTRATION 
L. L. HUNTER, SUPERVISING ARCHITECT, DESIGN BRANCH, PUBLIC 
BUILDINGS SERVICE 
C. G. PALMER, CHIEF, ESTIMATES BRANCH, PUBLIC BUILDINGS 
SERVICE 
CLIFFORD NOONAN, HARLEY, PROBST ASSOCIATES 
ARTHUR H. MESSING, HARLEY, PROBST ASSOCIATES 
Mr. Roonry. The next item for the committee’s consideration is 
also contained in House Document 403, at page 16 thereof, aid is 
entitled “Departinent of State, Extension and Remodeling, State De- 
partment Building.” 
This request is in the amount of $55.6 million. 
We shall at this point in the record insert the entire set of justi- 
fications, consisting of 10 pages. 
(The justifications referred to follow :) 


DEPARTMENT OF STATE 
(H. Doe. 408) 


Extension and Remodeling, State Department Building, 1957 


Request from July 1, 1956, and to remain available until expended__ $55, 600, 000 
Budget estimate next fiscal year_-.-_---_- Pa ig ceca ne _... 55, 600, 000 
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PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


In fiscal year 1956 the Congress has made available $1,800,000 for design and 
planning work necessary for the extension and remodeling of the existing State 
Department Building. It is expected that foundation drawings will be completed 
so that a construction contract can be awarded by October 1, 1956. This will be 
followed by the completion of all drawings and the awarding of a contract for 
the superstructure during fiscal year 1957. The consolidation of the Depart- 
ment’s operations, including those of the International Cooperation Administra- 
tion, into one modern building will improve security, increase efficiency, and 
insure economies in operation. 


EXTENSION AND REMODELING, STATE DEPARTMENT BUILDING 


Program and financing 


| 
1956 estimate | 1957 estimate 





1955 actual 




















Program by activities: | 
1. Design, supervision, etc.-.....-....-- BRA SAAR Ree eT , See tee ne eee ee $1, 790, 000 | $195, 000 
nN EAA DIA LEAT, SEN IT ae | 1, 280, 000 
|” SE as ES eee ee a eee 1 dain rnin ei | 10, 000 | 43, 970, 000 
Ee Re ee ea eR a eS | 1, 800, 000 | 45, 445, 000 
Financing: Unobligated balance carried forward __-----.....--|-.--------- ewes tees es 10, 155, 000 
DOO, oo cctuinewusdaneankianessonexscureeawine Daaeeak ea 1, 800, 000 55, 600, 000 
Obligations by objects 
Object classification Actual, 1955 Estimate, Estimate, 
1956 1957 
EXTENSION AND REMODELING, STATE DEPARTMENT RUILDING 
ALLOCATED WORKING FUND TO GSA 
02 Travel : cane 4 $5, 000 $10, 000 
05 Rents and utility services__- z | sebiGCK0 1, 000, 000 
GB mrimtine end repmoduction . . . . <~ 2-22. 265 2605520. .0-.- | 20, 000 50, 000 
07 Other contfactual services SE, PRR ae ms | 1, 765, 000 150, 000 
10 Lands and structures Seti andi catkins susie eae 10, 000 44, 235, 000 
in NE ice concn chin atidene «dpe tunbavhiekinnkGes A ae 1, 800, 000 45, 445, 000 


JUSTIFICATION FOR EXTENSION OF NEW STATE BUILDING 


In an effort to improve its efficiency and economy in the conduct of foreign 
affairs, the Department of State late in 1955 reactivated its previous proposal to 
construct the planned extension to its main office building at 21st and Virginia 
Avenue NW. A fiscal year 1956 supplemental budget request for $2,500,000 to 
defray the cost of preparing plans and conducting a related preparatory work 
was submitted. In response to this request the Congress appropriated $1 million 
in the Supplemental Appropriation Act, 1956. These funds were transferred to 
the General Services Administration which negotiated a contract with private 
architects for preparation of the plans for the project. It was necessary to 
request an additional $900,000 for fiscal year 1956, in response to which $800,000 
has been approved by the House and Senate. 

It was originally estimated that this project would cost approximately $60 
million but it has been possible by reason of preparing new plans to reduce this 
amount by $2,600,000 to a total estimated cost of $57,400,000 which includes $1 
million already appropriated and a supplemental of $800,000 pending. Accord- 
ingly, there is submitted herewith a request for construction and related costs 
totaling $55,600,000. The basic construction cost is estimated at $43,560,000. 
Related costs such as demolition of buildings, moving, remodeling of the present 
building, interim rental costs, will require an expenditure of approximately 
$11,078,000, and general expenses of the General Services Administration will 
be approximately $962,000. 

The construction cost is based on an estimated $22.90 per gross square fcot 
of space. This unit figure was reached on analysis and comparison with selected 
Government and similar commercial office building costs, adjusted to the 1956 








ee 
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cost index. Estimates of the cost of related work such as demolition, remodel- 
ing, partitions, furniture, rents and other similar items are based on individual 
calculations of the best available data. Architectural contract costs are arrived 
at by standard formula, and General Services Administration general expenses 
are determined by previous experience in construction projects. While exact 
costs for other than the architectural work will not be known until bids have 
been submitted and contracts awarded, the Department of State and the General 
Services Administration have endeavored to calculate the most reasonable esti- 
mate consistent with quality of materials and general current market prices. 
The estimates have been cross-checked with non-Government sources to ensure 
the greatest possible accuracy. 

It is proposed to construct a functional modern fire-proof structure with stone 
exterior and limited granite trim. The main entrance will face south toward 
Lincoln Memorial with an appropriate approach from Constitution Avenue. A 
combination of block and strip type design provides required office and general 
operations area with a small proportion for special purpose installations such as 
international conference rooms, an auditorium, diplomatic dining room, library 
and other necessary facilities. It is planned that the building shall reflect Ameri- 
can tradition, industry, and be representative of the dignity of the United States 
Government and its people. 

Consolidation of the Department’s scattered operations will improve security, 
increase efficiency and ensure economies which should amortize the cost of the 
building in approximately 29 vears. 

As of March 30, 1956, the Department of State occupied 21 buildings, to which 
should be added the 8 buildings occupied by the International Cooperation Ad- 
ministration, or a total of 29 buildings occupied by the Department of State 
and ICA. Approximately 1,264,000 net square feet of space is used in these 
buildings, which range from the modern Government office building at 21st and 
Virginia Avenue NW., in which the main body of the Department is located, 
converted apartment houses, commercial buildings, renovated office buildings 
and “tempos.” These buildings are widely separated, extending from North- 
west to Southwest Washington. The staff housed in these buildings as of 
March 30, 1956, totaled 7,040 employees, of which 5,393 were in the Department 
of State and 1,647 were in ICA. 

The planned extension would add approximately 1,040,000 net usable square 
feet to the 274,000 square feet available in the main office building, or a total 
of approximately 1,314,000 usable square feet for State-ICA operations. In 
addition to this, approximately 294,000 net usable square feet will be available 
for interior parking and General Services Administration activities. The addi- 
tional 50,000 feet which will be available in excess of present space will allow 
installation of necessary special features and the maximum foreseen combined 
domestie State-ICA staffs of approximately 8,000 employees. 

Based on General Services Administration estimates, economies to be rea- 
lized through consolidation include $814,085 which could be saved by vacating 
rented space and $435,824 could be realized by reassigning State-ICA vacated 
space in Government-owned property to agencies now occupying rented space; 
operational costs of the new building should be $593,010 less than is now 
expended by General Services Administration in operating expenses for State- 
ICA. To this General Services Administration potential savings of $1,842,919 
may be added a conservative $273,122 reduction in State-ICA operational costs 
for telephones and cables, guards, messengers and trucks, and other consolidated 
operations, but not including savings in the elimination of losses in manpower 
due to dismissals during hot weather in non-air-conditioned space and time lost 
in traveling between widely separated buildings. It can be estimated, there- 
fore, that over $2 million annually should be saved to the Federal Government 
through consolidation of State-ICA in 1 building. 

The Department has previously stressed that the greatest economy to be 
realized through consolidation in a single building cannot be measured in dollars 
and cents. Instead of carrying highly sensitive documents through heavily con- 
gested streets, they would for the most part move quickly and safely throughout 
a single building in a secure pneumatic tube system. Under certain circum- 
stances this could result in the greatest possible economy. Because of existing 
world tensions it is essential that complex problems in the conduct of our 
international relations be resolved expeditiously but with the full correlation 
that is required in a highly integrated organization such as the Department of 
State. The promptness and soundness in solving these problems can have a 
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direct bearing on the success or failure of the international relations and welfare 
of the United States. 

The following tabulations show the square foot area of the extension, the prin- 
cipal items of cost and the proposed financing. 


ANALYSIS OF SQUARE FOOT AREA 
Description 
Basement, 7 stories and 2 mechanical floors; stone exterior with granite trim ; 
fireproof structure; air conditioning ; fluorescent lighting ; cafeteria and open-air 
parking included. 








Gross area of extension : Square feet 
ES CSR ay ae ee een eee eee” 337, 470 
I a as cams 256, 694 
a ca me ag 217, 901 
NSE EE RSE eS See eee LE eS CORE ee ET ER ee ee 176, 457 
CE See See a ES eee Pe aera Re 190, 907 
a i mie 190, 907 
EE a Oa aa a Se eee 190, 907 
A EEE SS SP ee re eS Sy eee ee eee Fee 173, 794 
Lower mechanical equipment and special purpose floor *________ 112, 155 
Upper mechanical equipment floor______-___----_-----------~-- 27, 500 
Iu IRIN COON asc emsgcicn eigenen eater 27, 500 
EE SETLIST 1, 902, 192 
Volume (cubic feet), approximately... ..--- 22, 500. 000 

Net assignable area of extension: 
I A a a cnn esl ae eam debian whee 662, 169 
I a a ares cine nw nia sosomiesacaraiinnab bay = 298, O81 
EE EI AE IL ATS SCE EV 14, 000 
I sis ara see esigipmbomsice 5, 400 
IR a sine ia cbinink 29, 000 
I cnc ex atlantic esha enianesimess ain aioe 31, 350 
NES EE ES ET I Se et ae EE RS 41,311 
EES SRDS = Ee ae Se Ce ee a a ee Eee 26, T00 
alin aise Ea ak a 200, 000 
ES Se Ne es ee ee ee 1, 308, 011 
PUL merinmnne: (peat est) so cea 300, 000 
Se ae an IN a es ame i. 60S, O11 


1 Includes 20,000 square feet for diplomatic functions, conference and broadcast rooms. 


Summary by pr ie a item of ex mpeneters 





| Current ap- | 1957 supple- 
Total esti- | propriation | mental ap- 
| mated cost plus pend- propriation 
ing 1956 sup- estimate 
plemental 


1. Construction (1,902, Raeoges feet : saheanescecreseaiae foot)_| $43, 560, 000 Reales $43, 560, 000 
2. Demolition : en eae ae the 80, 000 - 80, 000 
ee Se ee ee RR er aa Tees TAL 2, 196, 000 |___- 3 2, 196, 000 
4. Remodeling present building LS = 835, 000 . Fas 835, 000 
5. Special items _ : : hake said a 3, 533, 000 a 3, 533, 000 
6. Reservations es ; 303, 000 $10, 000 293, 000 
7. Contingencies. -- - : aa . 2, 061, 000 a 2, 061, 000 
8. Furniture | 300, 000 eth 300, 000 
9. Rents and moving (including alterations for temporary | 
a SSS ee | 1, 780, 000 |_...... a 1, 780, 000 

10, General expenses: | | 

Drawings and specifications, contract architect _______| 1, 715, 000 1.725, 000 t...-..- 

Drawing and specifications, GSA ea 490, 000 | 67, 000 | opens 

Construction supervision : | 427,000 |____- aaa ee 427, 000 

Office expense , a imnn phan 3 ee | 120, 000 8, 000 | 112, 000 





Subtotal, general expense. 1, 790, 000 oN 962, 000 
|e 


PL Some, A OSE | 57,400,000 | 1, 800, 000 55, 600, 000 





Grand total 
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Pro speend asia 























| | lp ending sup- | 
| Appropri- |plemental ap-| Estimate, Total 
ated 1956 propriation | 1957 
1956 | 
OE etAN Ew ee an SaenIaaES Vale | aes = 
Design, supervision, ete- : st $990, 000 | $800, 000 | $962, 000 $2, 752, 000 
2 Rents and moving expenses - cae ; : | cicins oats 1, 780, 000 1, 780, 000 
3. Construction _- 5 Se eee 10, 000 | ----| 52,858, 000 52, 868, 000 
Total estimated cost._.___-_______-- seca 1, 000, 000 800, 000 55, 600, 000 57, 400, 000 
| | | 


Mr. Rooney. Mr. Secretary, do you have a general statement that 
you wish to make at this time ? 

Mr. Henperson. I have, Mr. Chairman. I have a statement that is 
not very long, and I would like to read it if you do not mind, because 
it gives a general view of the request. 

Mr. Rooney. We shall have you do that just as soon as we get this 
exhibit set up. 

I take it that the best procedure is to have you start with your open- 
ing statement, Mr. Secretary. 


GENERAL STATEMENT 


Mr. Henperson. Mr. Chairman and members of the committee, I 
should like at the outset to express to you the appreciation of the 
Department of State and the General Services Administration for the 
interest and support you have already given this proposal to provide 
the Department with adequate space and fac ilities, manifested by the 
$1,800,000 for planning which was appropriated for fiscal year 1956. 

As a result, we are able to appear before you today to justify our 
request for $55,600,000 which we estimate will be required to extend 
and remodel the main State Building and cover all other costs incident 
to the project. 

You may recall, Mr. Chairman, that we originally estimated that 
this project. would cost about $60 million, but we were pledged to re- 
duce this as much as possible. I am pleased to report that our current 
request, together with the amount already appropriated, totaling 
$57,400,000 is $2,600,000 less than the original estimate. This reduc- 
tion has been made possible by the new design which allows a high 
degree of space utilization, and the searching analysis of requirements 
and costs made by the contract architects, the General Services Admin- 
istration officials, and members of my staff. 

They are here to discuss specific aspects of the project and to justify 
in detail this request. However, I should like first to take a few 
moments to mention some of the compelling reasons that justify hous- 
ing the Department of State and all its components in a single build- 
ing designed primarily to accommodate its particular requirements. 


HISTORICAL REVIEW 


As a matter of historical perspective, it is of interest to note that 
since 1781 the Department of State has been moved 22 times, and has 
been located in 5 cities. Originally established in Philadelphia, it was 
located for a few months at Annapolis, transferred to Trenton, moved 
to New York, returned to Philadelphia, thence to Trenton again, and 








624 


finally to Washington in 1800. Here it occupied five successive loca- 
tions before moving into a building at 15th and Pennsylvania Avenue 
in 1819, where it remained until 1866 when the building was demolished 
to make room for the Treasury Department. The only place then avail- 
able for the Department was the newly constructed Washington 
Orphan Asylum, which it occupied until 1875. In the latter year it 
moved into the first completed wing of the structure at 17th and 
Pennsylvania Avenue, constructed under the act of March 3, 1871, for 
the Departments of State, War, and Navy. Although the Depart- 
ment of State remained in this building until 1947, it shared space 
with the War and Navy Departments for many years, and as early 
as 1906 was forced to house one of its bureaus in rented space. By 
1918 the overflow required space in three other buildings, but in that 
year relocation of the Navy permitted the return of all elements of 
State to the building. By 1936, however, State again began over- 
flowing into outlying space, although the last segments of the War 
Department vacated the building in 1938, except for a suite of offices 
reserved for the late General of the Armies John J. Pershing. By 
1945 the Department’s personnel were located in 47 different buildings. 
I might just say in that regard part of that was due to the war pres- 
sure which caused us to have to add considerably to the State Depart- 
ment, and part of it was due to the fact that executive offices of the 
State Department took over much of this space that the State Depart- 
ment previously occupied. 

On January 22, 1947, the first unit of the Department moved once 
again, this time to the former War Department Building which it now 
occupies at 21st and Virginia Avenue. 


PRESENT SITUATION 


In addition to this building, the Department, including ICA, now 
occupies space in 28 other buildings, many of which are at a con- 
siderable distance from 21st and Virginia Avenue. As of March 30, 
1956, 7,040 employees, including ICA, occupied about 1,260,000 square 
feet of space in these 29 buildings. 

I might say that of this number approximately 5,400 are State 
Department, and approximately 1,650 are ICA. 


THE EXTENSION 


The extension to the main building as planned would add approxi- 
mately 1,040,000 net usable square feet to the 274,000 feet available to 
us in the main building and would thus provide a total of about 1,314,- 
000 square feet for our operations, against the 1,274,000 square feet 
presently in use. The additional 50,000 square feet will provide 
needed space for an anticipated maximum complement of 8,000 em- 
ployees and for certain facilities which we urgently need. An addi- 
tional 294,000 square feet will be available in the basement for about 
one-half of our parking requirements and for GSA operations. 

The building plans provide for a functional, modern fireproof 
structure with stone exterior and some granite trim. Its design has 
general approval in principle of the Fine Arts Commission and the 
Capitol Planning Commission, and possesses a fine quality which will 
harmonize with the general plans for the development of the northwest 
area of Washington. 
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Special features and facilities planned for the extension include 
international conference rooms for the conduct of bilateral and multi- 
lateral negotiations with foreign nations. Our present space for such 
negotiations at 1776 Pennsylvania Avenue is entirely inadequate both 
as to area, equipment, and facilities. A new auditorium is planned, 
capable of seating 800 persons. Here would be held the plenary 
sessions of international conferences, as well as the public and the 
official conferences for which the present smal] auditorium is either 
inadequate or unavailable. The plans also include a modern, fully 
equipped library for the Department’s $3 million collection of foreign 
and clomestic public ations. 

I might say in that regard that at present very few of us have 
access to the library. It is over in another building several blocks 
away, and we in our busy days just cannot get to it. When the De- 
partment used to be located next to the White Hotise on Pennsylvania 
Avenue the library was used by all of us frequently. We ought to be 
using it, but we cannot do it now. 

A special purpose floor has been provided at cheaper square-foot 
cost than the rest of the building by enclosing what had originally been 
a roof area between the south wings of the mechanical floor. In this 
space it is planned to provide the facilities required for diplomatic and 
other official functions, including dining rooms, and a radio-television 
recording room. These facilities were to have been located on the 
regular floors, but consideration of construction costs and loss of 
valuable space made it mandatory that another solution be found. Our 
plans also include a central communications core throughout the build- 
ing through which bulk male will move from the basement to each 
floor as required. Finally, we have a selective pneumatic tube system 
for the secure and rapid movement of urgent documents. 

Elements of an organizational unit are arranged vertically on as 
many floors as necessary to reduce the distance between the several 
offices, as will be seen from the color key of the model before you. 
Working areas are to be air conditioned. Fluorescent lighting, acous- 
tical ceilings and resilient floor finishes are to be provided in keeping 
with modern building practice. Both block and strip-type construe- 
tion will be combined to provide a high degree of appropriate space- 
utilization. 

ECONOMIES 


As the committee has been informed, we estimate that in excess of 
$2 million annually should be saved by the Federal Government 
through the consolidation of our activities in one building. This 
means in less than 30 years savings will be in excess of the cost of the 
building. In addition, the new building should increase efficiency 
of the personnel and reduce absenteeism during the hot months, pro- 
duce savings in time previously lost in tr: aveling between widely sepa- 
rated buildings, and in a number of other incalculable ways, such as 
strengthening of our security, result in a more effective and economical 
operation. The expeditious handling of complex international prob- 
lems which will be enhanced when our officers are in one building can- 
not be measured by dollars. The promptness with which these prob- 
lems are dealt with in these days of fast moving events can have a 
direct bearing on our success or failure in attaining our international 
objectives and thus on the welfare of the United States. 
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Mr. Chairman, Mr. Poorman, Deputy Public Buildings Commis- 
sioner, GSA; Mr. Clitford Noonan of Harley, Probst Associates; Mr. 
Estes, and their associates are ready to present our justification. Iam 
hopeful that the care which has been given to preparation for this 
hearing will be evidence of our appreciation for your support in the 
past and will warrant your further confidence in granting the full 
amount requested. We do not believe we can have the kind of building 
required for any less amount. 

Thank you. 

LEGAL AUTHORITY 


Mr. Rooney. What is the legal authority for the construction of this 
building? 

Mr. Esres. Mr. Poorman, could I ask you to answer that ? 

Mr. Poorman. Mr. Chairman, it stems from our basic authority, sir, 
to build for the Federal Government in the Washington area. We 
will be glad to give you a specific citation. 

Mr. Rooney. Please insert the citation at this point in the record. 

Mr. Poorman. Yes, sir. 

(The citation referred to follows :) 

This act will require that the funds appropriated be transferred to Generali 
Services Administration and that the extension and remodeling of the building 
be performed under the supervision of the General Services Administration. 

The provisions of the act of May 25, 1946, 44 Stat. 630, as amended (40 U.S. C. 
341 et seq.) authorizing the Administrator of General Services to cause to be 
constructed on sites owned by the Government or acquired for the purpose ade- 
quate and suitable buildings for accommodations in the District of Columbia 
for executive departments, constitutes the authorization for the construction. 


SIZE OF BUILDING AND COST PER SQUARE FOOT 


Mr. Rooney. What will be the size of this building? 

Mr. Henperson. The building will have 1,314,000 square feet, as 
against 1,274,000 square feet that we have in that building now. 

Mr. Rooney. You have the figure of 1,274,000? 

Mr. Henperson. Yes; 1,274,000. Lamsorry. I mean there is 1,274,- 
000 square feet presently in use, but the present building has 274,060 
square feet ; that is, the present main building has 274,000 square feet. 

Mr. Rooney. So that we understand this definitely and on the record, 
at the present time in the main building down at 21st and Virginia 
Avenue you have 274,000 square feet 

Mr. Henperson. Right. 

Mr. Rooney. With the completion of this project you would then 
add 1,040,000 square feet ; is that correct ? 

Mr. Henprerson. That is right; that is correct. 

Mr. Roonry. What do you figure the cost per square foot to be? 

Mr. Esres. Mr. Poorman, do you want to take up at that point? 

Mr. Poorman. Mr. Chairman, this represents an overall cost for 
1,902,000 square feet, gross. The cost per square foot is just under 
$23—$22.90 for the basic building. That is exclusive of certain spe- 





cial features which Mr. Estes will address himself to later, sir. 

Mr. Rooney. Well, maybe, we ought to have those special features 
at this point in the record so that we keep the subject in proper 
order. However, before doing that, I am looking at this figure of 
1,902,000 square feet. Where do you get that? 
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Mr. Poorman. That is the gross total of the building, sir. 

Mr. Rooney. Well, what do you mean by that? I thought we had 
a different figure a while ago. 

Mr. Poorman. It is the usable space in the building. 

Mr. Esres. It is gross to net. 

Mr. Roonry. Is that the elevator shaft space, and things like that? 

Mr. Kenwortrny. Mr. Chairman, I would like to comment on that, 
if I may. 

Mr. Roonry. Just 1 second, please. 

Very well, you may proceed, Mr. Kenworthy. 

Mr. Kenworthy, will you please give your name and your title for 
the record ? 

Mr. Kenwortny. I am Nelson A. Kenworthy, and I am the con- 
sulting engineer. 

Mr. Rooney. It seems to me that I have seen you before, Mr. Ken- 
worthy. 

Mr. Kenworrny. Yes, Mr. Chairman; I was here 2 years ago in 
connection with FBO matters. 

Mr. Rooney. Were you then with the Department ? 

Mr. Kenwortiry. T was with the Department, and served as a con- 
sultant to the Department in FBO matters. Tam now in the Depart- 
ment at the present time, sir. 

Mr. Crouci. He is now consultant to Mr. Carpenter on this build- 
ing project, Mr. Chairman. 

Mr. Roonry. All right: proceed. 

Mr. Kenwortitry. Sir, I believe you asked about the difference be- 
tween the 1.9 million and the 1.04 million. 

Mr. Rooney. Yes. 

Mr. Kenworrtny. The 1.04 million is the net usable area. It would 
correspond in commercial terms to net rentable area. 

The 1.9 million figure, I believe it is the one that was used a moment 
ago, is the gross area of the building including exterior walls, shafts, 
stairways and all unusable space. 

Mr. Rooney. In computing the cost per square foot of $22.90, did 
you take the figure 1,902,000 or the figure 1,040,000 ? 

Mr. Kenworttty. The gross, sir; the 1,902,000. 

Mr. Roonry. Do you have an estimate of the cost of the usable space 
per square foot? Can you let me have that figure for the record 4 

Mr. Estes. We will figure that out for you, Mr. Chairman. 

Mr. Henprerson. Mr. Chairman, this breakdown might be helpful 
to you. 

Mr. Esrrs. That is a complete breakdown of the net and gross space. 

Mr. Roonry. Now we have a figure in this square footage analysis 
of 1,608,011 entitled, “Net Assignable Space.” 

Mr. Esres. Yes, Mr. Chairman. 

Mr. Roonry. How does that differ? 

Mr. Estes, If you will notice, sir, down in that column that you have 
in front of you at your right hand, you have 1,314,000 for the net 
assignable space, to which is added 294,011 square feet for custodial 
and cafeteria space, and parking, for a total of 1,608,011. 

Mr. Henderson’s statement is addressed to the net assignable square 
feet to the Department of State, for office and general purpose space. 

Mr. Rooney. Do you have that other figure ‘yet on the cost of the 
usable square footage ? 
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Mr. Estes. We are getting it, sir. 

Mr. Rooney. Do you have it? 

Mr. Poorman. Mr, Estes, are you working on that? 

Mr. Estes. We are working on the net, but the gross, of course, is 
$43.560,000 as shown in the ‘budget presentation, ‘but the chairman 
wanted the net at $22.90. 

Mr. Poorman. That would be $33.40 based upon the net assignable 
space of 1,308,011 square feet. 

Mr. Roonry. Then you would not include the cafeteria? 

Mr. Patmer. That includes the cafeteria. 

Mr. Poorman. It would not include the present building, sir, but it 
includes the cafeteria and the custodial space. 

You see, your 1,308,011 square feet is your net assignable space in 
the new building. The present building has approximately 300,000 
square feet, and your net assignable space then is 1,308,000 for a basic 
cost of $43,560,000. 

Mr. Rooney. This $33.40 a square foot applies to how many square 
feet? Will you repeat that, please ? 

Mr. Poorman. It applies to 1,308,011 square feet. That is the slide- 
rule figure, and it might be a few cents off but that is basically cor- 
rect. 

Mr. Rooney. Maybe Mr. Kenworthy can tell us how this cost per 
square foot compares with costs of other buildings in other cities. 

Mr. Kenwortuy. Yes, sir; Mr. Chairman, on the basis of the net I 
have not made the direct comparison. However, may I say that the 
gross figures compare favorably and the ratio of net usable space to 
gross space in the building is definitely in line. 

It runs around 68 percent. I would say it is a good figure although 
I have not made the direct comparison. I think that the comparative 
cost of other buildings in other cities is a favorable one. 

Mr. Roonry. Can you refer us to any particular building here in 
Washington with which this cost is comparable? Take, for instance, 
the District Courthouse Building. 

Mr. Estes. Here I am submitting to you, Mr. Chairman, a list of 
the buildings that were considered in our justification of this basic 
building cost. Those [indicating] are the buildings that were used. 

Mr. Kenwortny. There isa building in Denver on which the gross 
cost per gross square foot is $23.30. There is another building in 
New York at $24; one in Hartford which is occupied by an insurance 
company at $30.60. 

Mr. Rooney. What building is this in New York of five stories ? 

Mr. Noonan. That is the General Foods Building, Mr. pone 

Mr. Kenworruy. The 38-story building, Mr. Chairman, i is at $22.90 
per square foot. 

Mr. Roonry. The General Foods Building is listed at S24 per 
square foot ¢ 

Mr. Noonan. Yes,sir: that is right. 

Mr. Rooney. What is the other New York building of 38 stories? 

Mr. Noonan. That is listed at $22.90. That was the one or iginally 
known as the Socony Building located at the corner of Lexington and 
42d Street 

Mr. Rooney. Is $22.90 ex xactly a comparative figure, speaking with 
regard to usable square footage? 
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Mr. Kenwortny. Mr. Chairman, to the best of my knowledge 
and belief that is the closest compar able figure as it is possible to ~ 
Mr. Roonry. Do you have any figures on the courthouse which wa 

just completed a couple of years ago here in Washington ? 

Mr. Kenwortuy. No, sir; I do not. 

Mr. Poorman. We will be pleased to get any information you wish, 
sir, on that building. We picked out five buildings as shown in the 
upper area there for comparative purposes. The courthouse we be- 
lieve is more monumental than this. It has very high ceilings in the 


various court areas, and would: perhaps, not provide a direct compari- 
son. 


NUMBER OF EMPLOYEES TO BE ACCOM MODATED 


Mr. Rooney. How many employees do you figure this building 
will accommodate ? 

Mr. Esres. About 8,000, Mr. Chairman, by the time that it is built, 
and if our foreseeable increases are realized. 

Mr. Roonry. In the coming fiscal year, how many employees will 
the State Department have here in Washington / 

Mr. Esrers. 5,516. 

Mr. Roonry. How about ICA ? 

Mr. Estes. Well, in 1957 we estimate 1,770 for a total of 7,286. 

Mr. Rooney. Are any other employees to be located in this build- 
ing / 

Mr. Esrrs. Yes, sir; we always have a number of people who are in 
training assignments, and medical details, and on consultation, and in 
addition we supply room for possibly 50 to 60 on the average of people 
from other agencies. 

Mr. Rooney. That would make the total how much ? 

Mr. Esres. You are still talking of 1957 figures, Mr. Chairman ? 

Mr. Roonry. Yes, sir. 

Mr. Esres. In 1957 roughly 7,636 people is the number which we 
expect to have to accommodate. 

Mr. Rooney. What effect, if any, might the reduction in foreign 
aid voted by the House within the last few days have on the use of this 
building for ICA ? 

Mr. Henperson. T do not think we are able to judge that yet, Mr. 
Chairman. It would be 3 years between now and 1960. For next 
year I am not able to say whether there will be a big cut in the central 
headquarters of ICA or not. I just cannot answer that question. 
What ICA will have in 1960 we are not sure. We cannot say for sure, 
but if it has much less than, say, 1,700 or 1.800, there is always space 
or activities for which this building can be used. In other words, 
we would like to be on the safe side. 

Mr. Estes. If I may add to that, Mr. Chairman, at the present time 
in our planning we are actually working out the physical personnel 
layout office by office, and the model before you shows our arith- 
metical layout, and a little bit later, if you will give the opportunity to 
me, I will break that down to show you in more detail what we plan 
to do. 

However, we are going on the basis of about 108 square feet per 
person on an ar ithmetical layout, and we are already getting crowded 
on this on the basis of our 8,000. 
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Fortunately, we can use erasures at the moment. 

Mr. Rooney. It might be better if we permit you to go ahead and 
maybe some of the questions which we have in mind will be answered 
in your presentation. 

Mr. Henperson. Mr. Chairman, we had a sort of a presentation 
worked out with Mr. Poorman. 

Mr. Rooney. I did not know that. If you had let me know about it, 
I would have permitted you to proceed in that fashion immediately, 

Mr. Henperson. Our program was that Mr. Poorman would make 
the general comments on the building; that Mr. Noonan would give a 
briefing on the design; and that Mr. Estes would discuss organiza- 
tional plans. 

Mr. Rooney. Very good. 

Mr. Henverson. If it is agreeable with you, Mr. Poorman will make 
the general comments on the building. 

Mr. Roonry. Very well; proceed, Mr. Poorman. 

Mr. Poorman. Mr. Chairman, I think you know we have employed 
the firm of Graham, Anderson, Probst & White of Chicago; Har- 
ley, Ellington & Day, of Detroit, and with them is associated Mr. 
Class, of Washington. These firms have personnel in excess of 250 
and normally handle work with a construction value of over $75 mil- 
lion annually. 

Mr. Palmer, at the hearing on February 27, outlined the procedure 
followed in the selection of architects and the determination of fees. 


WORK SCHLEDULE 


Our schedule for this particular facility is one that is quite tight. 
It recognizes the need for space and the fact that we are destroying 
certain temporary space. Therefore, we need to complete the new 
construction promptly. The contract with the architect was entered 
into on January 2, and our present hope is to complete the foundation 
drawings for the west portion of the building by August 1, and to 
advertise for that portion of the work as of September 15 and initiate 
construction October 1. The plans for the remainder of the building 
will be completed in the spring of 1957 and the contract awarded and 
the construction would require some 30 to 36 months. 

Mr. Rooney. Beginning when? 

Mr. Poorman. In the spring of 1957, sir. 

We have coordinated the plans with the State Department for needs 
and functional arrangements. The GSA architect has been assigned 
on a full-time basis to work with the State Department on this problem. 


APPROVAL OF LOCATION 


The National Capital Planning Commission has approved the loca- 
tion of the project as conforming to the Washington comprehensive 

lan of 1950 and they also approved the specific location of the build- 
ing on the site, and the height of the various elements of the building. 
In conjunction with the District of Columbia traffic department it 
has approved a pattern for egress and ingress of the vehicular traffic 
in connection with the building. These recommendations and ap- 
provals were in accordance with Public Law 592 of the 82d Congress, 
second session. 
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° APPROVAL OF DESIGN 


The Fine Arts Commission has approved the design in principle. 
The design details will be submitted to the Commission at a later 
date for final approval. 

The Fine Arts Commission is responsible for making recommenda- 
tions concerning the esthetic appearance of the building and its con- 
formation to other buildings in the area. These recommendations and 
approvals were made in accordance with Public Law 181 of the 61st 
Congress. 

We have since the beginning of this design given both the National 

Capital Planning Commission and Fine Arts Commission a progress 
report at each of their meetings which occur monthly so that all of 
the agencies who have an integral responsibility and interest have 
been a party to the developments. 


RELATION OF BUILDING TO OVERALL DISTRICT PLANNING 


In relation to the overall district planning, this is associated with 
the President's request for an aggressive program to provide suitable 
permanent office space for personnel housed in temporary and sub- 
standard space, os to permit early demolition of temporary buildings. 

We consider this structure to be the most important building re- 
maining to be constructed in the so-called northwest quadrangle. 

The size and the siting of the building emphasizes its importance. 

The Capital Planning people, the Fine Arts Commission, the Asso- 
ciated Architects, and GSA have given very careful study in order to 
insure that the plan will be economical, functional, and will harmonize 
with the surroundings and enhance the overall appearance of the 
Capital. 

Mr. Noonan, representing the architects, will outline the basic con- 
cepts and the approach followed in the design studies, and Mr. Estes 
will then discuss in detail the functional arrangement of the space and 
the interrelationship of activities within the building which are so 
aptly shown in the model here, and which I should say is the State 
Department model, and a very fine one for this purpose. 


SUPPLEMENTAL ESTIMATE FOR ACQUISITION OF LAND 


Mr. Rooney. Before Mr. Noonan commences, I should like to inquire 
with regard to a supplemental request now pending before the Inde- 
pendent Offices Subcommittee on Appropriations. As I recall, within 
the month, the distinguished chairman of the full committee on Ap- 
propriations proposed to send that request to this subcommittee, but 
we thought it more properly belonged with the Independent Offices 
Appropriations Subcommittee handling all GSA appropriations for 
the reason that it had previously been considered by them. 

Would you briefly summarize the purpose of that request ? 

Mr. Poorman. I think, perhaps, Mr. Estes might do that. 

Mr. Roonry. Let us look at your map. 

Mr. Estes. That is the $300,000 item, Mr. Poorman. 

Mr. Poorman. Iam sorry, sir; that is substantially as follows: 

The Congress approved certain taking lines in the northwest area 
there in connection with the overall development of the Washington 
plan. 
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Mr. Roonry. Do you have a map to which you can refer? | 
Mr. Poorman. I cannot only in general terms, sir. The taking lines 
involved a considerable space up in here. The square in question at 
the moment is this square, 62. Historically, some thing like this hap- | 
pened: Water Street origially came up something along this line : 
[indicating]. A number of years ago, with the consent of Congress, 
as represented by a resolution, there was a certain exchange of prop- | 


erty made whereby Water Street was closed and Constitution located 

down here, and the pharmaceutical people who are a quasigovern- . 
mental organization and who furnish certain guidance and assistance | 
to the Food and Drug people were permitted to build here, with the i 
proviso that they would landscape and maintain the area here in 1 
perpetuity. 

It has been their contention that it was the intent of Congress as 
expressed at that time to acquire the remainder of the block and leave 
them the sole occupant. The acquisition was not accomplished at that 
time, and there was an area approximately like that [indicating] that 
remained in private ownership and another small area here. A few 
years ago, and perhaps as recently as three, the Life Underwriters 
yeople acquired a site here [indicating] on which they proposed to 
Duild a building. They raised money for that through subscriptions 
and they had Pierre & Luckman of Los Angeles to prepare the plans, 
and it was ballyhooed as being associated with the Caren Memorial 
and having many of those characteristics. I am not using the term 
“ballyhoo” derogatorily. I am simply saying as a part of their pro- 
motion scheme to raise the funds, they emphasized their association 
with the landmarks of Washington which all of their members would 
recognize and feel that an association such as that would enhance 
their prestige. 

When this situation was called to the attention of GSA by a letter 
from the National Capital Planning Commission, an item was in- 
cluded in the 1956 budget for $400,000 to take this corner and two lots 
belonging to what is termed the Conger Laundry. The insurance 
people apparently opposed the action and the House Appropriations 
Committee disallowed it. 

The Capital Planning people then got the pharmaceutical people 
and the underwriters people together and proposed a scheme to the 
effect which would say “let the Government acquire these two lots 
here, and effect an exchange with the insurance people which would 
make an exchange of property with the pharmaceutical association 
and get a uniform line through here, and resite this building in a 
position approximately like that [indicating].” Such action would 
clear this 22d Street for the vista which they consider so important, 
and would clear the main access to the State Department Building, 
in return for which the insurance people would grade and landscape 
this at a cost of something on the order of $50,000 or $60,000. 

The Senate apparently favorably considered that. In the confer- 
ence, however, it was dropped. At that time they expected to go ahead 
with this construction immediately. They did not. The life under- 
writers came back about 3 months ago and asked if that proposal 
could be restored. 

It was checked with the administration, and we were given per- 
mission to restore it, and certain clearances were arranged through 
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the chairman of the House Appropriations Committee, so that we 
were all aware of what was going on. 

Mr. Roonry. If the Appropriations Committee presently approves 
the instant request, what will be the situation with regard to that 
square 

Mr. Poorman. I do not want to be lengthy, but it might be best to 
cover it in reasonable detail. 

The Capital Planning Commission, if they approve the present 
request, the result would be approximately this: There would be a 
taking of about 20 feet along here [indicating], to permit the widen- 
ing of © Street on the south, and it can be done all through here 
[indicating]. There would be a taking all along here [indicating], 
a further taking off of the pharmaceutical people in connection with 
the service road along 23d Street, which will be required when there 
is an overpass on Constitution Avenue in connection with the Con- 
stitution Avenue Bridge. 

The pharmaceutical people are most anxious that we take 2,200 
square feet of privately owned land there, and then this is about 
what would happen: I am sorry to mark this up, but I think this is 
the best way to do it. This line is substantially like that now. We 
would then take a line—this is the Capital Planning that would pro- 
pose it—which would exchange an equal amount of land, Government- 
owned, here, for an equal amount of land that the pharmaceutical 
people own here. We would take from them an amount of land here 
equal to the amount of this property here. The Life Underwriters 
then would be sited approximately like this [indicating]. It would 
line up with this building here. In the exchange they would be bar- 
red from increasing the size or height or character of the building, 
and they would be permitted to plan and maintain this area in per- 
petuity at no cost to the Government. 

In the overall scheme the State Department would be protected 
with reference to esthetics, but perhaps more importantly, we have 
a request from the Conger people for authority to build an eight- 
story apartment house right here, which we feel—and the State De- 
partment is very emphatic—would represent a security hazard. 

That is about what it amounts to. It does mean this: It means we 
would be spending $300,000 to improve this site, but in return for 
which we would get the control over the location of the building, its 
size, its height, and there could be no more interruptions. The two 
groups would maintain the entire block in perpetuity and, again, it 
would permit a widening of this street, and the present building as 
planned by the insurance people comes right up to this line, and the 
widening of C Street would not be possible without cutting off a 
portion of that building. 


Mr. Roonry. I believe we have reached an appropriate point at this 
time for a recess for luncheon. 





AFTERNOON SESSION 


Mr. Rooney. At the conclusion of the morning session we were 
discussing the situation with regard to the land in that adjoining 
square. 

Mr. Poorman. Yes, sir. 

Mr. Rooney. I think we have satisfactorily covered that. Now, if 
we can hear from Mr. Noonan, we will proceed. 
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DESCRIPTION OF GENERAL AREA AND LOCATION OF SITE 


Mr. Noonan. Mr. Chairman, with this drawing I would like to 
identify the general area and its relation to the surrounding area. 

Mr. Rooney. Mr. Noonan, you might at the outset tell us who you 
are. 

Mr. Noonan. I would be glad to, sir. 

I am Clifford Noonan of the firm of Graham, Anderson, Probst 
& White, architectural engineers of Chicago, and Mr. Messing, who 
is of the firm of Harley, E ‘llington & Day. Both firms are associated 
with Mr. A. R. Class of W ashington, as architects and engineers for 
this project. 

Mr. Rooney. Very well, sir. Proceed. 

Mr. Noonan. Mr. Chairman, this is 21st Street, this is 23d Street, 
and this is C Street, and this is E Street. 

This is Constitution Avenue here at the foot of 23d Street, and 
approximately at the intersection of 23d Street, and this diagram 
shows the situation driving from Constitution Avenue to Lincoln Me- 
morial, across C Street, and following on Constitution Avenue is the 
pharmaceutic: al building at this location, the National Academy of 
Sciences is here, and the Federal Reserve Bank Building in this loca- 
tion. 

This area shown in gray represents the existing State Department 
building. The area shown in yellow shows the proposed extensions, 
or the proposed additions. This drawing over here shows a blowup 
of this particular area and this is the entrance to the existing State 
Department building. 


DESCRIPTION OF THE BUILDING 


As we have developed the basic design of this building, we have en- 
visioned that the main entrance to the building would be from 22d 
Street at the intersection of the axis of 22d and C Streets, which is a 
block removed from Constitution Avenue. We have envisioned a 
rather generous use of glass in the lobby for courts coming into a large 
lobby that opens on a number of interior courts that are connected by 
lobby through and into a north court here. 

We have had a problem as to the difference in grade in which we 
have felt this particular case has become an asset. For instance, there 
is a difference of 21 feet from this corner to this corner—31 feet, I 
meant to say—which means that the first floor at this location is two 
stories below the area in this location. As I mentioned a moment ago 
our main entrance is at 22d and C Streets. We have a very similar 
entrance, although less impressive, on E Street, and one story above, 
because of the difference in grade, but the main entrance at this point 
meets the second-floor level of the present building. 

On 23d Street we have located the auditorium which is midway 
between the grade that exists from this corner to this corner. The 
auditorium in this location is accessible from the street. It is likewise 
accessible from the international conference area which is located in 
this general area on the first-floor plan. This area of the building in 
general i is two stories in height, which provides an additional advan- 

tage for locating the auditorium as we have. It is freed from the 
higher, more costly type of construction for the rest of the building. 
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We are not required to have any construction above it which would 
involve girders and costly construction of that type. We have pro- 
vided 7 elevator bank locations. The building is served by 27 elevators 
and 1 set of escalators from the first floor te the second floor. There are 
elevators at this location opposite this lobby, and likewise, in this 
lobby [indicating]. 

We have developed what we call a stripped type of plan, plus a 
combination of block type. 

The basement floor plan is built entirely solid, which provides car- 
parking space for approximately 750 cars, and the balance of the area 
is required for service activities relating to the servicing of the 
building. 

We have a garage entrance and exit an 21st Street at this location, 
and we have an entrance and exit on C Street in this location. We 
also have an exit in this location to E Street. 

As the building goes upward, as was indicated on the first and second 
floor plan, our courts start, and as we get above the third and fourth 
floors, we get into what we call a strip-type plan which provides ap- 
proximately two-thirds of our space requirements with outside light. 

Among our space requirements is the need for approximately 3,400 
areas of 12 by 18 dimension. We have developed because of that 
what we call a flat-slab type of construction on a 25 by 25 structural 
base which in the basement will accommodate 3 cars, and the typical 
floor area will accommodate 2 offices. 

On the seventh floor in this area [indicating] we have located the 
Secretary and the Under Secretary. The balance of the distribution 
of the organizational units will be described by Mr. Estes at a little 
later time. 

As we approach the building from the southwest—this is one of our 
preliminary studies—we have developed this view showing the ap- 
proach and the large courts between these lower appendages where it 
was necessary to develop greater areas of space on the lower floor. We 
have to take every possible advantage in getting the most out of our 
property in order to develop the area and still come out with an eco- 
nomical building. 

As we rise above the third floor, we drop back into what we call our 
typical pattern. Going on up 23d Street, this is a view that shows the 
extension of this wing in its relation to these appendages that protrude 
beyond the normal building line. We have located the auditorium 
here midway between these two wings. That has an additional archi- 
tectural advantage in that it tends to overcome the difference in grade 
which runs about 62 feet from this corner to this corner [ indicating}. 

It is more or less contemporary type of design here of a building 
that will be fireproof, and it will have caissons foundations. It will 
also have complete airconditioning for all of the usable areas. It 
will have fluorescent lighting as well as acoustical ceiling and resilient 
floors. 

We feel that these drawings, while they are indicative of our think- 
ing at the moment, they are in the process of refinement and study and 
development. In the time that we have had on this project it has not 
been readily possible to come up with finished drawings at this point. 
We believe that the building when it is finally completed will certainly 
reflect the dignity and the prestige of this great country to many 
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people who come to see Washington, and the important buildings that 
are here. . 
I think that briefly sums it up, Mr. Chairman. 


GENERAL LAYOUT OF SPACE 


Mr. Rooney. Very well. Now, Mr. Estes, we shall be glad to hear 
from you. 

Mr. Esres. Mr. Chairman, early in this planning it was determined 
as a matter of policy that our organizational arrangement for the new 
building should achieve maximum efficiency through a logical correla- 
tion of the organizational units from the Secretary’s office down 
through the substantive offices, and down to the administrative-support 
operations. 

In order to achieve our objective a vertical rather than a horizontal 
arrangement is planned. You can visualize a kind of broad triangle 
with the Secretary and his offices up at the front. This is oriented 
toward Constitution Avenue the same as the charts, and at the apex 
is the Secretary’s office together with the various operations support- 
ing it down to the base. 

(The following explanation was keyed to a breakdown model of 
the building. ) 

This model before you is designed to illustrate this plan through 
the use of a key color for each major unit as is indicated on this 
organizational chart. 

As you can probably see, 21st Street, 22d Street, and 23d Street, the 
Medical Bureau people here, and so forth [indicating] on the hill 
beside us. This | indicating] is our existing building, and the rest is 
the extension. 

Now, as I break this model down for your, Mr. Chairman, I will try 
to point out these relationships that I spoke of and point out the 
special features on each floor. 

The difference between a vertical arrangement and a horizontal 
arrangement is that the organizations run downward, one beneath 
the other, and are grouped as closely as possible, as you see from 
these colors, as opposed to taking an organization and running it all 
the way back on one floor in which case you would have a two-block 
distance, or some 540 feet between the offices on one end, and the offices 
at the other end. 

We have done that not only with the major units, but for the ele- 
ments in each unit. These are the mechanical housings that I am 
removing here. This is the largest one here which contains a cooling 
tower and the various mechanical equipment that is required, rather 
than putting it down in the basement. This is the special-purpose 
floor which was developed by the architects. It contains the official 
functions area for diplomatic and other official functions, the TV and 
‘adio recording room and the private dining rooms. It is achieved 
by building between the two wings of this mechanical housing. 

We have here the Secretary’s office, with the Under Secretary, and 
the Deputy Under Secretary, and his secretariat all in one grouping 
at the apex of our triangle. 

The choice space of the building overlooking Lincoln Memorial and 
Potomac Park is the area to which I have just referred, and the green 
area to the rear is the Intelligence area which is blocked off from this 
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area, and all of these accesses are controllable. It is placed up here, 
of course, to pt it away from the public. The entire area is re- 
stricted. We can do our job downstairs without the public passing 
through this area as is now the case in our present building. 

Following the vertical plan, immediately below the Secretary’s 
office, we have the four geographical bureaus and the International 
Organization Bureau which are those that have the most frequent 
contact with the Secretary’s office. We also placed on this sixth 
floor all of the Assistant Secretaries, or equivalent, with the major 
componente of their staffs as indicated by these various colors. 

The first floor of this present building and the four floors down, 
as you see, in the chart, will be occupied by IC A. 

Another example of relationship here is having the Bureau of 
Economic Affairs always located next to the ICA group. Another 
feature is the Telegraphic Branch and the cryptographic security 
people being located directly underneath the Secretariat with a sepa- 
rate transmission and a pneumatic tube or conveyor to the Office of 
the Secretariat, because, of course, these are the people who receive the 
greatest volume of telegr: ams day in and day out. 

Generally speaking, we try to keep the officers who have the most 
frequent contact with the Secretary toward the front of the building, 
and those which have less contact toward the back as a general theme. 

This | indicating | again develops the same theory and ‘direc ‘tly below 
the Geographical Bureaus are the balance of their staffs. In each 
instance we attempted to put them directly beneath them so they use 
these accesses instead of going up and running around to a front office. 
This is a good example ‘of the use of the block- type space versus the 
strip. You shall see, if you will watch this area, that as we go down 
we have tried to put in here the groups that can use wide spaces rather 
than outside spaces, as indicated in this area. This is probably as good 
an example of what I was just speaking of as you will find. 

Here | indicating] we hope to house the library with its $3 million 
collection, extending down through 3 floors, ideally suited for block- 
type space. Again, an example of where your vertical plan works 
well, as illustrated by the purple that you see here, sir. This is the 
Security and Consular Affairs Section—Mr. McLeod's organization— 
which includes passports, visas, consular work, munitions control, and 
so forth, and we just could not get all of it within one vertical plane. 
It had to spread out as you see here, but on the whole I think we 
have managed pretty well with the space. That is the only major 
example of a spreadout. 

The same thing follows through on this floor. 

The last floor is all ICA including the library and the desk people 
in personnel who actually make the assignments by countries, and who 
brief people. The yellow is administrative. 

Mr. Rooney. Is this library going to take up parts of two floors? 

Mr. Estes. Three floors, sir. 

Mr. Rooney. Three? 

Mr. Esres. Yes, sir. We now come to this second floor that Mr. 
Noonan spoke of a moment ago. An interesting feature here is the 
facility for the passport office. There is a proper entrance and recep- 
tion area to take care of their operations in toto and it extends down 
through the next floor as you will see, with sufficient parking space 
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in front of the building. Also for this floor, in coordination with the 
District traffic people, ‘there w as worked out the area where the buses 
will drop off people in the morning and pick them up at night. So, we 
consider this will be our principal public entrance. Therefore, we 
have placed the reception areas for the personnel people, both. our 
own and the ICA people, adjacent so that when a person comes in to 
apply for a job or when he is going overseas or is returning from over- 
seas, he will be completely proe essed on this floor, as to his rec eption, 
his p: iy, his medical examination, his leave records, and his transpor- 
tation problems. : 

All of those matters will be taken care of here. 

In order to make full use of this entrance in the existing building, 
we have located the International Exchange Service on this floor, so 
that they will have not only this [indicating] but they will flow 
through here also. 

Over in here [indicating] we have located the elements that seemed 
mest logical to us to be connected with the international conference 
area on the next floor below. This would include our language serv- 
ices people, interpreters, translators, publications people, and our news 
division, together with a room for the press and its facilities. 

This Jindicating] is the main floor of the library. We come, in 
other words, to the main floor. We have a massive block space here. 
In this corner is located some of the most important features which in- 
clude the facilities for our international feat, sca with a completely 
equipped conference room for simultaneous interpreting, delegates 
offic ‘es, and the necessary facilities that are needed to run multilateral 
and bilateral negotiations today, together with the auditorium which 
would be used for plenary sessions. 

This entire area can be blocked off from the rest of the building, 
thereby meeting our security requirements. 

The Foreign Service Institute, another important feature and re- 
quirement in a building, is located on this second floor with plans 
for the type of classrooms that they require—the small language 
classrooms—as well as their study classrooms. Those are taken care 
of on this lower floor with the main entrance here [indicating], an 
entrance here, an entrance here, and another main entrance here. 

We have utilized the existing cafeteria and extended it in this area 
in order to take advantage again wherever we could of existing space, 
particularly block-type space. 

Finally, down to the basement. as Mr. Noonan has mentioned, this 
area here is for parking and has mechanical airflow—not air condi- 
tioning, but just ventilation. Here is the access to the upper floors, and 
the various shops including ours, as well as the General Services Ad- 
ministration. They take care of a district around us from this build- 
ing. 

All of the yellow, again, represents the administrative shops under 
Mr. Carpenter’s and my direction. 

That, sir, is a brief explanation of the functional arrangement of the 
building. I shall be happy to try to give any further explanation on 
any particular parts of the building that you would like to have. 

Mr. Roonry. Whatisthishere? Isthata kitchen? 

Mr. Estes. Yes, sir; there isa kitchen here. These are kitchen facil- 


ities. oe are operated by Government Services, Inc., under contract 
to GSA. 
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1 forgot to mention one important element here, sir: From this dock 
loading platform here we bave what we call a communication core 
all the way through the building to handle our mail and communi- 
cations. It has its own elevators and conveyors so that we can move 
our material from floor to floor in approximately the center of the 
building and split it up. This also envisages, as I have told you 
before, a pneumatic tube system throughout the building which will 
center down through this core on a very selective basis. Sixty-five 
stations are contemplated, and they are located strictly on the basis 
of the volume of traffic of the various message centers. In other words, 
we are not putting them in every organizational unit. We are doing 
it on the basis of volume that we consider is necessary to be taken care 
of by pneumatic tube. 

Mr. Rooney. What is the alleged necessity for all of these kitchens 
and their separation? You have a big kitchen there on what would 
be the first floor. 

Mr. Esres. Yes. This is a receiving and storage area. Down in 
the basement they handle the bulk supplies. They have big bulk 
frigidaire units, and so forth, and they come off this loading plat- 
form presently. They do not cook down here. 

Mr. Chairman, I am very proud of this model because our own 
people developed and made it. 

Mr. Preston. Where is the man now who made it / 

Mr. Estes. He is in the State Department. 

Mr. Rooney. Have you concluded your general presentation / 

Mr. Esrrs. Yes, sir; that finishes my presentation. 


SAVINGS EXPECTED 


Mr. Rooney. Some reference has been made to alleged expected 
savings as a result of the investment of almost $60 million of the tax- 
payers’ money in this building. 

How much in savings may we expect with respect to the General 
Services Administration ¢ 

Mr. Esres. I was just reminded that we had submitted to you, Mr. 
Chairman, a statement on this before. There have been slight changes, 
not in the total amount but in the amount of space occupied, and we 
have prepared for you a new submission on this. 

Mr. Roonry. What was the old submission? When I say “eld,” I 
mean a couple of months ago. 

Mr. Estes. The total amount, you mean, sir / 

Mr. Rooney. Well, let us have the total first. I am primarily in- 
terested in finding out what the alleged savings in rent will be. 1 also 
think we should inquire as to what you expect to save in man-years as 
the result of having everyone together under one roof. 

Mr. Estes. For rented space we figure a savings of $814,085, That 
is actual savings to be realized from returning 580,921 square feet of 
space now rented from private owners. From the release of Govern- 
ment space, the State Department now occupies Government-owned 
buildings in whole or in part that will not be affected by construction 
but the State Department occupancy amounts to 249,042 square feet. 
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When this is finished, the space to be released should save, on the 
basis of $1.75 a square foot, a total of $435,824. 

In operational costs we should save annually $593,010. 

Mr. Rooney. Let us at this point insert in the record all these pages 
to which you are referring. 

Mr. Esres. Very good, sir. 

(The pages referred to follow :) 


SAVINGS REALIZED IN SINGLE-BUILDING OCCUPANCY 


The cost to the United States Government of housing the Department of State 
in 20 buildings is in excess of $2 million more than it would be if all personnel 
were housed in a single building. The actual figure computed is $2,116,041 per 
annum ; of this, $1,842,919 is savings to the General Services Administration and 
$273,122 is savings to State. The following is a brief description of how this 
figure was attained. 

RENTED SPACE 


The figure of $814,085 reflects the actual savings realized from releasing the 
580,921 square feet of space now rented from private owners. (See tab A.) 


RELEASABLE GOVERNMENT SPACE 


In constructing an extension to the new State Building, some State-occupied 
Government-owned buildings will be demolished. The State Department now 
occupies additional Government-owned buildings in whole or in part that will not 
be affected by construction, and State occupancy amounts to 249,042 square feet. 
Upon completion of the proposed extension, this space could be reassigned to 
agencies now utilizing privately owned rental space. At the present time in 
Washington, it is necessary to pay $4 per square foot for all available space. 
However, the space to be released is being figured at only $1.75 per square foot, 
denoting a savings of $435,824 per annum. (See tab B.) 


OPERATIONAL COSTS 


In leased buildings, the operational costs to the Government is $423,260. 

In the Government-owned buildings occupied by State-ICA, it now costs the 
Government $1,220,950 per year to operate these buildings. 

The total operational cost of all State-ICA occupied buildings is $1,644,210 
per annum. 

If the Department were housed in 1 large building, the operating cost would 
be approximately 8O cents per square foot of usable space which is comparable 
to other large modern Government buildings. Higher operating costs in the 
present new State Building are related to its comparatively smaller size. Op- 
erating costs for the new Interior Bulilding, for example, is approximately 80 
cents per square foot. 

Subtracting the estimated operational cost of the proposed new building 
($1,051,200) from the present operating costs of all buildings occupied ($1,644,- 
210) shows a savings of $593,010. (See tab C.) 


EQUIPMENT AND CONTRACTURAL SERVICES 


All the aforementioned savings are those that should be realized by General 
Services Administration. The Department of State should also realize savings 
in its operating costs presently estimated at $273,122 annually by the elimination 
of certain costs which are related to the dispersal of its activities among several 
buildings. These are itemized in tab D. 


SUMMARY 


Consolidation of the Department of State and ICA in 1 building should re- 
sult in annual savings to the United States Government in excess of $2 million. 
The majority of the anticipated economies will be achieved through the present 
plan of the General Services Administration to released rented space now 
occupied by State-ICA personnel, and to move other agency personnel now in 
rented quarters into Government-owned space which would be released by the 
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move of State-ICA personnel in the proposed new building. Barring unforeseen 
contingencies, this plan will be rigorously adhered to, particularly since it forms 
an integral part of the justification for the building project. 

















TAR 
Rental costs for State-ICA leased buildings 
Building Square Cost | Building Square Cost 
feet | feet 
See ee ee | ’ ee eee) eee ied 
515 22d St ..| 70,462 | $83,028 || Longfellow 34,420 | $61, 116 
1776 Pennsylvania Ave__..__.| 25, 688 | 26, 241 || 1717 H St. (Matomic) 65,361 | 261, 444 
(| iS SAS Sah ees a 91, 370 223, 000 Hurley-Wright 14, 715 47, 824 
Rochambeau.- --.............-.. 74, 425 108, 000 a 
0 ne Ee ees ee . 4, 480 3, 432 Total ~ 380, 921 814, O85 
Tas B 
Government-owned space to be released 

— — : <— | | : 
Symbol | Building Square || Symbol Building Square 
} |_| |- —___|— eee a oon as 

SA-8 GSA Regional Office eeneinie _| 56, 395 |} SA-16_.| Tempo 5__-__----- 

SA-9_- ..| Tempo 3 51,050 || SA-19__| Old Post Office 

SA-10 -| Interior Building ___- caey 4 6, 715 Lafayette Building 
SA-12._| Winder Building cvs Geekane an | 6,740 | 1622 H St. NW bs : 33! 
SA-13__| Tempo S -----| 43, 165 | 1624 H St. NW : 7, 870 
SA-14_ "| Executive Office Buil ling: | 700-708 Jackson Place NW 13, 900 
| Rr ee -| 19,925 eee? 
ee) . Sere ae a 830 | WN vncodeemacls 249, 042 


NotEeE.—On the basis that this space can os used in lieu of rental space valued at $1.75 per square foot, 
$1.75 times 249,042 reflects a savings of $435,82 


TaB C 


State—ICA operational costs in leased buildings 








| | | | 
Building | Square Cost Building Square Cost 

| feet | | feet | 
515 22d St.__- 70,462 | $101,272 |! Longfellow - 34,420 | $63, 897 
1776 Pennsylvania Ave_ 25, 688 28,654 || 1717 H St. (Matomic) -__- | 65,361 1 23, 992 
Miatico-__- a 91,370 | 139,414 || Hurley-Wright- .---| 14,715 | 24, 147 
Rochambeau - 74, 425 134, 300 joo 
Lemon. .---- é Seewaauaies 4, 480 | 7, 584 Total__- ie 380,921 | $423, 260 


1 Represents guard costs only. Other operational costs included in rent. 
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State-ICA operational cost in Government-owned buildings 


Symbol Building 
NS... ..| New State 
BUILDINGS TO RE DEMOLISHED 
SA-1 | 401 23d St 
SA-2, 3, 4..| Tempos F, G, and H__- wi 
SA-5_- ..| Riverside Apartments__-- 
SAG Mayfair Apartments 
SA4X Bx X Building SES 
SA-7 Potomac Park Apes urtments._ 
| INE. ci Ubeae ites ctbabonSag3 ss uke icnees 
SPACE FOR WHICH STATE-ICA OPERATIONAL COSTS ELIMINATED | 
SA-8 _......] Regional Office Building ---.--..---- 
SS ae | Tempo 3 =< 
SA-10.__.___| Interior Building 
SA-12.. i A ee ee 
SA-13__._. Tempos 
SA-14___.__. Executive Office Building.._-....--------------- 
SA-16......- 0S RAIS OL i lS Re ey a eS: 
SA-19 - ee Ne cape eneen 


Lafayette —— 
1622 H St. NW 
1624 H St. NW 
700-708 Jackson P ie 


Subtotal 





NS ELIE IS ETE EE = 


Department of State operational savings 


State-ICA operational cost in Government owned buildings 
State-ICA operational cost in leased buildings_-_________.------- 

EE ee ee ee eee Sr SS ee 
Estimated operational cost of main building and extension 


nn ORRIN BNI oni ca ckebeuces rece sbeansseewenn 
Tas D 
Added cost to Department of State 
RI I econ tns we ipianc i Se a Se gn 
LS ne eT RD EON Pe ne EP ee 
RS EE (ES TLS CP en eee ee nee 


8 UE Fee en A ae ye Ce 
Duplicating equipment 


CO LG 5 A aE SRS eterna renee eee 


Contractual labor 
Telephone and 
Total 


| 
| Square feet 


ne re nrenirasiratereranerene 














Cost 
274,217 | $514, 000 
93, 203 120, 200 
111.465 | 144, 300 
56.616 | 87, 300 
21.770 39, 100 
3. 285 2. 100 
71, 335 99, 500 
357, 674 492, 500 
— ed sn 
56,395 | $26, 900 
51, 050 33, 600 
6,715 3, 850 
6.740 9. 200 
43. 165 26, 200 
20, 755 14, 900 
13, 445 13, 400 
7, 735 6, 000 
19, 937 36, 700 
1, 335 

7’ 870 \ 10, 500 
13, 900 33, 200 
249,042 | 214, 450 
880,933 | 1, 220, 950 


$1, 220, 950 
423, 260 

1, 644, 210 
1, 051, 200 





593, 010 


$22, 870 
8, 228 
341 
4, 874 
11, 820 
51, 300 
43, 577 


Mr. Rooney. Those sheets, I believe, are dated April 1, 1956? 


Mr. Estes. Yes. sir. 


Mr. Rooney. In what respect do these figures differ from the testi- 


mony ? 
Mr. 
Mr. 
Mr. 
Mr. 


Estes. In a very minor detail, sir. 


In dollars? 
Yes. 


EsTEs. 
Roonry 


Rooney. What would be the overall difference ? 


Mr. Estes. The present figure is $2,116,041 per annum, and the 
statement made in the submission to you before was approximately $2 


million. 
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Mr. Rooney. You are claiming at this point a larger savings than 
you did a couple of months ago? 

Mr. Estes. There is a very minor difference, sir, resulting from an 
exchange of buildings. The statement of slightly over $2 million still 
applies. 

Mr. Rooney. What does GSA estimate to be the savings in main- 
tenance costs? 

Mr. Esrrs. That would be the difference, sir, and if I may pick out 
these figures just a moment, I will tell you sir. We are now spending 
$1,220,9: 50 to operate the buildings which we now occupy. On the 
basis of 80 cents a square foot for operating in the new building, it 
should cost the GSA to operate $1,051,200, giving you a difference 
in savings of $593,010. 

Mr. Rooney. What do you gentlemen from GSA say about this? 

Mr. Poorman. Sir, the figures that Mr. Estes has given you have 
been worked out with the cooperation of our regional office, and I have 
every reason to believe they are correct. 

Mr. Roonry. Therefore, they are in effect your figures? 

Mr. Poorman. Yes, sir. 

I would like to say that the State Department has been most co- 
operative in the entire development of both the estimates and the 
plans to date. 

Mr. Rooney. Is there any reason why they should not? 

Mr. Poorman. We would hope that all of our customers are as fine 
in their working relationships as has been the State Department, and 
] might say most of them are. 

Mr. Rooney. Let us get to the alleged savings in man-years. 

Mr. Estes. We do not have a figure for you in savings in man-years, 
Mr. Chairman. 

On the second page of this sheet that I handed to you we open 
savings in our operating costs apart from GSA of about $273,122 
vear, through greater efliciency in not having messenger service in all 
these buildings i in Washington, the vehicles, the trucks, and the mes- 
senger service internally. 

Mr. Rooney. Well, have you not computed that ? 

Mr. Esres. In only one instance, Mr. Chairman, has it been possible 
to compute our estimated number of people that we would definitely 
not require, and that is in the instance of the pneumatic-tube system 
where we have facts and figures as to volume and dollars that we can 
work with. In that particular item we have estimated an annual 
savings of $49,000 with the elimination of 14 special messengers, but 
there we are dealing with facts, and we know the volumes. 

In many of these other instances, as yet, Mr. Chairman, it. is not 
possible from a management point of view to say how many people 
we can eliminate. However, we know that there are going to be 
eliminations. 

Mr. Rooney. You have guards at all of these buildings; do you not? 

Mr. Esres. We pay GSA for ager 

Mr. Rooney. You have guards at 22 locations; do you not? 

Mr. Esres. Not all of them, a We cannot afford to have them. 

Mr. Roonry. At how many locations do you have guards? 

Mr. Estes. Roughly, I think there are about 7 whe ‘re we have the 
24-hour guards, but Mr. Chairman, I repeat: we pay GSA for those 
guards, and that is counted in the G973, 000 on the second page. 
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Mr. Rooney. That is $51,300; is it not ? 

Mr. Estes. Yes, sir. ’ 

Mr. Rooney. It would seem to me that you should have some esti- 
mate, some firm estimate, as to what the locating of everyone in one 
building would mean in savings. You have been talking for years 
about the fact that you have been spread out in many lecations and 
one of the reasons we appropriated the money for this building at 
the outset was your claim that when you were all together there 
would be a great savings in the cost of operations of the Department 
of State. 

I think we should have some assurance here as to what we will 
save in the future. 

Mr. Estes. Sir, I wish I could give you a figure. I could probably 
come up here with a figure, but I would not want to do it unless [ 
could stand behind it and from a management point of view at this 
point I do not think—there may be someone who could do it better 
than I can—that anyone can come up here before you and honestly 
say we are going to eliminate 50 positions or 150 positions at this 
point. That is the only reason I allowed these 14 messengers in here. 

There was a study made in 1949 which I have read very carefully 
where somebody took the time to go out and measure the number of 
steps between buildings and how long it took to walk between those 
buildings. They said that so many people at $10,000 a year, and so 
many people at $5,000 a year, and so on, would save so much, They 
came up with an amazing figure as to things that could be saved. It 
is a document about this thick [indicating], but for my purposes, 
rightly or wrongly, I rejected that because T did not think you could 
look that far in the future and come up before a committee and say 
“This is going to be a savings.” 

Mr. Roonry. Do you have a copy of that here? 

Mr. Estes. Yes. I have it in my office. 

Mr. Rooney. Would you furnish us with a copy of it? 

Mr. Estes. I would be happy to do so. 

Mr. Rooney. In that study, what was the conclusion with regard 
to savings in personnel costs? 

Mr. Esres. It was a substantial figure, but one which T just do not 
think, from my experience in this kind of work, that you can come up 
here and stand behind all the statements contained in the study. 

Mr. Rooney. Well, maybe we could read it in the light of the present 
day rather than in 1949. 

Mr. Esters. To that extent it would be very useful, sir. 

Mr. Roonry. Would you care to evaluate it as of the present day ? 

Mr. Esrrs. IT would prefer to take another look at it, and attach 
my comments to it in sending it in to you, Mr. Chairman, if I may. 

Mr. Roonry. All right: suppose you do that, and we will insert it 
in the record, at this point. 

Mr. Esters. We will send you a sufficient number of copies. 

Mr. Roonry. We would also like to have your comments. 

Mr. Estes. I shall be very happy to furnish those to the committee. 

(The following information was supplied for the record :) 
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DEPARTMENT OF STATE, 
Washington, June 18, 1956. 
Hon. JoHN J. Rooney, 
Chairman, Subcommittee on Departments of State, Justice and the Judiciary 
and Related Agencies, Committee on Appropriations, 
House of Representatives. 

Dear Mr. CHAIRMAN: As requested there is enclosed the study made by the 
Department in the summer of 1953 (not 1949 as I had remembered it) for the 
purpose of estimating the total savings that might be realized by consolidation of 
its activities in one building. It was concluded on the basis of that study that 
$3,993,372 should be saved in operational and manpower costs. ‘This is in con- 
trast to the estimate I submitted to vou which totalled $2,116,041. 

My comments on this study follow in the form‘of a brief analysis of each 
section of the former study which I hope will be helpful to you and members 
of your committee. 

In order properly to compare the two estimates it should be recalled that in 
1953 the Department of State included USIA and TCA. Today USIA is an 
independent agency but the Department now includes ICA. The total comple- 
ment then was 7,822 but this does not include personnel in from the field en 
consultation, medical detail, or in training. Allowing an average of 300 for 
this “floating” complement it may be estimated that the total personnel served 
was about 8,000. As stated in the hearings, we based our savings on a fiscal 
year 1960 complement of about 8,000 although our March 381, 1956, total of per- 
sonnel (authorized strength and “floating complement”) was 7,040. When the 
study was made the staff was housed in 32 buildings comprising 1,252.369 net 
square feet as opposed to the situation today with 29 buildings and 1,263,569 
square feet. 

These differences, however, are not of such magnitude as to affect very greatly 
our current estimates of savings in operating costs. In fact, a comparison of the 
several items under this heading will indicate how Closely we followed the pro- 
cedure developed in the enclosed study. It was the estimate of man-year savings 
in the study which seemed to me to be unrealistic because of the procedure and 
the basis on which the estimates were calculated. Accordingly neither the sav- 
ings nor the procedure are reflected in our current estimates. The reasons will 
be developed more fully in sections IV and V. 


I. ESTIMATED COST OF ADDITION 


a 


The estimate of $57,400,000 to construct the extension at this time was ¢al- 
culated at present construction-cost indexes and is therefore comparable with 
the $51 million in the 1953 study. It should be noted, however, that the 1953 
estimate was for an entirely different kind of building which we estimated would 
have cost $60 million to construct in fiscal years 1957-59. 


II. DIRECT SAVINGS FROM RELEASED SPACE 
A. Rental space 


Savings to be realized from releasing rental space is much greater today, 
even though we occupy fewer square feet, since rental costs have increased 
greatly over the past 3 years. In 1953, the Department occupied 11 leased 
buildings with a total of 494,882 square feet at a cost of $680,594. Today the 
combined rental costs for State and ICA in the 9 buildings leased is $814,085 
for a total of 380,921 square feet. 

B. Indirect savings from releasable Government-owned space 

In 1953, quite a large savings was shown in the release of Government-owned 
space because at that time space was valued at $3 per square foot. It is con- 
sidered that the $38 was excessive and in the recent estimate of savings to be 
realized, we used a more conservative $1.75 per square foot as the value of 
Government-owned space to be released. In the report of 19538, 280,580 square 
feet were to be released whereas in our latest report in 1956, 249,042 square 
feet are to be released in Government-owned buildings. 


C. Operating costs 


The operational costs to be realized in both Government-owned and leased 
buildings as figured in 1953 was $509,258 as compared with today’s operational 
savings of $598,010. This is readily explained due to increased costs for per- 











646 


sonnel, electricity, and other services. In addition, in the original plans, it was 
anticipated there would be 1,324,034 net square feet in the new building in con- 
trast to present plans for 1,308,011 square feet. 


Ill. OTILER OPERATING SAVINGS 


A. Special building services 
The following listing represents comparable costs for 1953 and 1956. 


| 
| 1953 | 1956 


| 
1. Developed savings in mileage cost of telephone cables between switch- | | 
board and various buildings _ -- $20, 275. 44 |) $46, 112 
2. Estimated 10 percent reduction in the number of telephones_ -- 29, 904. 24 |f = 
3. Special building maintenance costs 46, 929. 12 22, 870 
4. Special guard-service____-_- ; — 36, 899. 88 51, 300 
Total si | 134, 008. 68 | 120, 282 


The reduction in savings of $13,000 to be realized in 1956 is explained by the 
curtailment of certain services, such as number of telephones and increased 
guard costs. 

B. Office relocation 

3. Productive employce time lost.—There is no quarrel with the dollar savings 
as calculated, but the implication that 9.44 man-years would be “saved” is errone- 
ous. The 944 man-years represent time that would be put to productive use 
because the reduced number of moves would preclude the number of hours 
personnel were idle while being relocated. The man-years—and the $47,180 is a 
“savings” only in the sense that the Government benetits from production; it is 
net 2a saving that can properly be included in funds which would not be spent 
and which would thus help amortize the cost of the building. 

IV. TRANSPORTATION 

Our estimates of vehicle and driver savings is comparable with the 1953 study 
estimates, given the fewer vehicles presently in use. The “savings” of $189,000 
in “time lost’ was a potential savings only to the extent that $20,000 annually 
would be saved by eliminating the shuttle bus. We discontinued this bus in 
1954. The comments in III above apply also to the remaining $169,000 in this 
section. They are “production” savings, not amortization savings. 

V. WALKING TIME 

While my comments in section III above again apply to the alleged savings 
of 14 man-years ($359,510), I feel that this portion of the study is particularly 
fallible. To conduct a single survey of this nature and attempt to apply it to all 
personnel under all circumstances to reach a conclusion advanced seriously as a 
firm estimate does not, in my opinion, reflect sound analysis or realistic esti- 
mating. 

VI. DUPLICATING EQUIPMENT 

The savings to be realized by consolidation will be in equipment, not personnel 
who do not operate these machines as a full-time task but do so only as an extra 
task. Many machines are operated by messengers. The 24 man-years shown in 
the 1953 study simply reflect again time available for other productive work— 
not as true amortization savings. 

VII, PROPERTY AND SUPPLY 

There will be considerable savings realized in dollars by having a central 
supply operation. Wastage will be largely eliminated as shown in the 1953 
study, but there will not be 14 man-years saved in personnel. The Supply 
Branch has over the past 3 years eliminated several positions due to reorganiza- 
tions and reductions in force, and with consolidation more positions may be 
eliminated, but at this time, it is difficult to say exactly how many. 


VIII, COMMUNICATIONS AND RECORDS 


In the 1953 study it was shown that 23 positions could be eliminated at that 
time. We concluded at this time that only 14 messenger positions can be 
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abolished. This subject was covered thoroughly in our presentation under 
“Special items 5 (9) pheumatic tube systems.” It is based on fact and represents 
a true savings—actual elimination of positions. I expect that additional posi- 
tions can be eliminated when new procedures are worked out with ICA in the 
new building. 

IX. LIBRARY AND REFERENCE SERVICES 


In our 1957 supplemental no savings are reflected from this operation. In 
order to provide a library to service State and other governmental agencies with 
a complete collection of social, economic, legal and political publications the 
library activity will entail utilizing all personnel now on board. In 1953 it was 
ascertained that 7 personnel could be eliminated; however, library activities 
have increased greatly with the intelligence research work assigned this library. 


X. PERSON NEL 


The Personnel Office in 1953 maintained they could eliminate one nurse posi- 
tion but since that time the activities of our Medical Unit which now encompass 
physical examinations to all Foreign Service personnel and their families has 
necessitated the hiring of additional qualified help. 


RECAPTTULATION 


The consolidation of all State and [ICA activities in one building will naturally 
result in a large manpower savings. This savings, however, must be divided 
into two parts. One part concerns manpower savings which will permit greater 
production more promptly than is now possible. This could preclude requests 
for additional positions, provided the current workload does not increase by 1960, 
but it would hardly call for the elimination of positions in view of the present 
volume of overtime that is necessary to cope with our current work. 

The second portion of manpower savings should be the number of positions 
that can be eliminated when the extension is occupied. In addition to the 14 
messenger positions to be eliminated by the installation of the pneumatic tube 
s\)stem, which should save $49,000 annually, an additional $51,300 will be saved 
in payments to General Services Administration for guard service, as well as 
$43,577 in contract labor. These are real “amortization” manpower savings 
totaling $143,877 each year. IT have no doubt that another 20 or 30 messenger, 
driver, telephone operator, and clerical positions will be eliminated with the 
consolidation of State-ICA administrative services, and the improvement in the 
services with the facilities that will be available. Until the procedures can be 
established and tested any estimate is subject to real question. I believe that 
you and members of your committee should have estimates that can be backed up 
by facts. 

Should you have any further questions I should be happy to try to answer them. 

Sincerely yours, 
THOMAS S. ESTES, 
Deputy Assistant Secretary for Operations. 


ESTIMATED SAVINGS FROM CONSOLIDATING ACTIVITIES OF THE DEPARTMENT OF STATE 
IN ONE BUILDING 
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B. Shuttle bus. ' 
1. Equipment. 
2. Employee time lost. 


. Walking time. 


A. Sample survey. 

B. Method used to obtain average time per trip. 
Duplicating equipment. 

A. Equipment and maintenance. 

B. Paper wastage. 

C. Personnel. 
Inventory. 

A. Supplies. 

B. Personnel. 
Communications and records. 
Library and reference services. 


Security. 

A. Communications. 

B. Building protection. 

C. Proximity of offices. 

D. Basie requirements. 
Alternative—Moving into an existing building. 
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ESTIMATED SAVINGS FROM CONSOLIDATING ACTIVITIES OF THE DEPARTMENT OF STATE 
IN ONE BUILDING 


I. ESTIMATED COST OF ADDITION TO NEW STATE 


At the time complete plans were presented to Congress in 1948 Public Building 
Services estimated that an addition to the present New State Building would 
cost $42.5 million. Adjustments to consider today’s higher costs would bring 
the figure to approximately $51 million. This was reached by using the Depart- 
ment of Commerce average construction cost index for 20 major cities in the 
United States for apartments, hotels and office buildings. Using the 1947-49 
period as a base with an index of 100, the 1949 index was 104.8 and the February 
1953 index was 123.7. 


Cost 1953 123.7 





42.5 million ‘104.8 
1953 cost: $51 million 


II. DIRECT SAVINGS FROM RELEASED SPACE 


At the present time, according to GSA, the Government is occupying space 
which rents for $38 or more per square foot. It is GSA policy to move into 
cheaper space whenever it becomes available. Buildings leased from private 
sources which are occupied by the Department average only $1.38 per square 
foot, due to the fact that some leases have been in effect since 1917. If the 
Department were moved to a new building the space released, both rented and 
Government owned, would be available for assignment to other Government 
agencies now occupying more expensive rental space and a net saving of $3 
per square foot for either rented or Government-owned space could be applied 
toward the cost of a new building for the Department. 


A. RENTAL SPACE 


The Department rents 494,822 square feet of space in 11 privately owned 
buildings with an annual rental of $680,594. This rental averaging $1.38 per 
square foot would be eliminated by providing a new building for the Department. 
This would permit other agencies to release $3 space at a savings of $1.62 per 
foot or a net savings of $3 per foot to the Government for a total of $1,484,646. 

Rental cost; leased from private sources 


Building Square feet Rental cost Dollar 


savings 
SA-10 = 13, 987 $13, 000 | 
SA-11 70, 462 83, 000 
SA-12 . _ | 79, 668 | 57, 600 | 
SA-15-X_ 4, 815 2, 850 | 
SA-16_. , | 1, 493 1, 344 | 
SA-17__. ; ; | 127, 837 148, 770 | 
SA-20 27, 000 27, 600 | 
SA-21 : 2 75, 645 180, 150 
SA-22 8, 420 33, 680 
SA-23_..-- ; 35, 254 | 41, 400 
SA-26___- . Sse = 50, 301 91, 200 
Total- F ‘ 494, 882 680, 594 $680, 594 
Add $1.62 per square foot savings to other agencies bade <% fs 804, 052 
Total savings from rentals - - - : ‘ F , 1, 484, 646 


B. Government-owned space 

In addition the Department occupies 858,340 square feet of space in 21 Gov- 
ernment-owned buildings. Of this 270,341 is in New State and would be retained 
and 357,419 would be demolished to make room for the new building. To avoid 
additional moving and housing costs this demolition would be scheduled to 
coincide with completion of the first segments of the new building which is to 
be constructed on the parking area adjacent to the present New State Building. 
At $3 per square foot this would be a savings of $691,740 for the 230,580 square 
feet released. 
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Disposition of Government-owned space 
To be retained : 





Building : Square feet 
lca uc ino ealeat baal cneeheaigs rae eal eR 270, 341 
To be demolished : 
ae ts wan ee auniea genomes aes atooee 93, 203 
i se ee at Oe Se ere ee es 37, 495 
ele AR eee a PRL Ae pet A Ae Ne ae 36, 250 
pear ence eed Ata amelie ae ale ares 87, 565 
Ne ne Sar ere eS ila ks tah Sanaa a aa 56, 616 
Bao one Ox... - SOND ke Be ee Se eee RR cre 2 25, 105 
IS Fa a aa aa ac ais Re ent Ree eee 71, 195 
TS il Be Se ei ESS Eg OO EE RR an Pe dedi ten ae 
To be released : 

Oo IO ARE tre Pat A aL EO CN eR les SS! UREN OS ee a RR 17, 240 
a UI ae SEES Wi tree ge ee ee a ee ne eee ae 53, 674 
OE eS es te oe oe Ne Oe Eg OR Or 88, 180 
0S ab Tete! Scare el ee en eno cea er eS 23, 158 
Se, SERETI Se Ea  A ges Pe ee 55, O87 
CE | AES ete ae NE eee Pa ee ae ee eet 2, 524 
il IRS ES ATR ESSE IS 9 SS ASO: at 2 Bee 19, 090 
ES ses SSS ES eS ly eae oe Eee, ae 5, 400 
2 Ee EE aan nea ae ae en Se er Oe ey ee ee 1. Tap 

a SEES NS a cen ee ee 1, 940 
Momers Securuy Buliding. eee > 000 
iniestor Paulie... ce a ets Sng eee, SES , D2 
a ag och atari neces a eoteeee 230, 580 


230,580 times $3 equals $691,740. 
C. Operating costs 

Public Building Services pays $1,882,292 per year in operating costs for space 
occupied by the Department (Government $1,178,887; rented buildings $653,405). 
This includes char service, elevator service, minor repairs, etc. If the Depart- 
ment were housed in 1 large building the operating cost would be $1 or less per 
square foot of usable space which is comparable to other large modern Govern- 
ment buildings. Higher operating costs in present New State are related to its 
comparatively smaller size. Operating cost for the new Interior building, for 
example, is only $0.80 per square foot. The plans for the new building call for 
1,324,034 square feet of usable space. On the basis of $1 per square foot operat- 
ing cost the present operating cost would be reduced by $508,258 (1,832,292— 
1,324,034). 








Operational cost 
LEASED BUILDINGS 








Building | Square feet | Cost 

es Se to si kon a aa eieen 8 ES ee ee eT See above_-_- $8, 500 
SA-11_- 3 TED SONS eA ERS Sean thea ee Rae Se ats | eee, 86, 000 
SA-12 ~ phases Se ee ee ee "alee 105, 000 
SA-15-X ‘ ae SEES . Sb pected ae 3, 500 
SA-16_- ‘ . ‘ae 2, 600 
SA-17.- 1 ae | 170, 000 
SA-20-. ‘ do. 22, 000 
SA-21_- do 127, 805 
SA-22 ‘ do 
SA-23 do 37, 000 
SA-26 do 91, 000 

Total | 653, 405 


GOVERNMENT-OWNED BUILDINGS 





NS $420, 000 
SA-l 115, 000 
SA-2 
SA-3 118, 000 
SA-4_. 
SA-5.- 87, 000 
SA-6 2 39, 000 
SA-H-X 18, 000 
SA-7 87, 000 
SA-8 13, 790 
SA-9 78, OOO 
SA-13 63, 000 
SA-14 17, 370 
SA-15 74, 000 
SA-18 4, 670 
SA-19 18, 327 
SA-24_- 6, 588 
SA-25-. = ee 8, 740 
101 Indiana Avenue eee: ‘ 3, 143 
Federal Security Buik ling ; : 3, 600 
Interior Building vos nC Sac tiled: | 3, 659 
a — a Sia ee aaa te ee ee ea ae eee 858, 340 | 1, 178, 887 
Total operational cost (leased and Government-owned) i iol 1, 832, 292 
Less operational cost of new buildings (based on GSA estimate of $1 per ‘squi are 
foot of space) .....------- ‘ diam one . a prte® [ioceacanncm nel 1, 324, 034 
Total operational saving-.-_-.---.-------- ; Pua Raed in np vad acalehe Buell } 508, 258 


Ill. OTHER OPERATING SAVINGS 


A. Special building services 

The Building Services Section of the Division of Central Services has computed 
a saving of $134,008 in special services accruing to the Department as a result of 
consolidation. Since the Department would be in a new building it can be as- 
sumed that adequate facilities would be provided and there would be no need for 
partitioning, electrical outlets, ete. Likewise, special guard service would no 
longer be needed since special activities requiring guards would be located in the 
most secure areas of a new building. In addition there would be an estimated 
10 percent reduction in the number of telephones and interoffice cables, 


Special building services costs 


1. Developed savings in mileage cost of telephone cables between 


switchboard and various buildings_______ a ae ae $20, 275. 44 

2. Estimated 10 percent reduction in the number of telephones i RR 29, 904. 2 
3. Special building maintenance costs___._____--_--_-------------_- 46, 929. 12 
BNO SO ice poneseeaibnes waienincerrecmeoeiaip teens mea 36, 899. 8S 
a as erecta cairn ig cet 9 aint ae ts on 134, 008. 68 


TOthl eavines Tn Palos BeTViIces....... ne 134, 008. 00 
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B. Office relocation 

Moving in the Department is an almost continuous necessity and is primarily 
u result of the following factors : 

(1) The constant effort to unite scattered parts of administrative units. 
(2) The necessity for providing and reallocating office space in keeping 
with new or altered functions and corresponding changes in personnel. 

Moving costs fall into three categories: The actual moving; alterations and in- 
stallations incidental to moving; and productive employee time lost. 

It is not expected that consolidation will eliminate entirely the need for relo- 
cation of offices, but the Space Management Branch of the Division of Central 
Services estimates that planned integration of scattered administrative units will 
reduce present moving costs by 65 percent. Although the number of moves 
may not be reduced by this percentage, the cost will be reduced due to accessi- 
bility of freight elevators and intrabuilding movement rather than between 
building as heretofore. This 65 percent reduction was applied against actual 
costs for fiscal year 1952 to arrive at the expected savings. 

1. Labor and special moving equipment.—Moving may be done either by depart- 
mental labor when the operation is small, or by GSA labor when a major reloca- 
tion is in progress which necessitates the use of many men and special equipment, 

During the 1952 fiscal year 4,839 employees were moved by both GSA and 
departmental labor and equipment in 1,471 separate actions at a total cost to 
the Department of $50,281. Possible annual savings, $32,683 (65 


percent of 
850,251 ). 


Labor and special moving equipment costs 


Moved by Number of Number of Per capita Total cost Percent Savings 
moves employees cost savings 
GSA 152 3, 463 $11. 50 $39, 824 65 $25, 886 
Department 1,319 1, 376 7. 60 10, 457 65 6, 797 
Total 1,471 4, 839 50, 281 65 32, 68 
| | 


» 


2. Alterations and installations incident to moving.—The resettling of per- 
sonnel in new quarters makes it necessary to reconnect telephones, provide for 
electrical outlets, buzzers, and other equipment. In some instances redecoration 
of offices and relocation of partitions are needed. It is estimated that $11.50 per 
employee per moving is spent in providing for normal resumption of operations, 
at a total cost of $55,648. Possible annual savings, $36,171. 


Alterations and installations 
Number of employees__- 
Per capita cost 
i en 
Percent savings ‘ 
Savings_____- ee eet ane Si ARPT A ye NAT pes eee $36, 171 
3. Productive employee time lost in moving.—Relocation consumes a certain 
amount of productive time of employees in packing, moving, unpacking, and 
settling down. On larger moves the time lost per individual employee is propor- 
tionately greater than on small moving operations. The Space Branch conserva- 
tively estimates that an average of 6 hours per employee per move is lost. In 
terms of productive time 29,034 man-hours were lost, or 14.52 man-years. Possible 
annual savings amount to 18,872 man-hours or 9.44 man-vears. In terms of sal- 
aries this loss amounts to $72,585 annually. Possible annual savings, $47,180. 


; Sie orp aes Ay SAECO OE TS Se eee: 
== evel a rp our: acacia acon ene 
eager $55, 648 


Productive time lost by employees 

Number of employees 
Total time lost: 
Man-years - 


pel clon: men ee : ; = 4, 8389 


ores 14. 52 
Man-hours as ‘ : - Pots 29 032 
Percent of savings x 65 


78170—56—pt. 2——_5 
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Productive time lost by employees—Continued 


Time saved: 


I a a 9. 44 

(7 a aa ee RE Ta 0 Rei ace ee RS a ee 18, 372 
I I man-years__ 9. 44 
att ie eS, Rh RD RE IL AEE: NEE LE EE RE 4, 839 
i Se Ee ee ae Oe ee Ce ee eS, hours_- 6 
EE: BESS CORE) Se Ai err LL BRS fe So aS ON eae 2. 50 
CO Ee RS ia eed eee eg ee eee ne $15 
I Fe a a es ee $72, 585 
a shee BF eh Cee ee See eee EN Re ee Oe ee ee eee 65 
EE SORES I EE ae dy oy ore ee $47, 180 
Office relocation, total dollar savings__.__.........._._._...§______._-__ $116, 034 


IV. TRANSPORTATION 
A. Motor transport 

This report covers all motor transportation activities, except the shuttle bus 
service, which are necessary because of the physical separation of the buildings 
housing the Department of State. 

All transportation activities were surveyed for potential reductions in person- 
nel or equipment if all activities were housed in a single building. It was esti- 
mated that 19 vehicles and 12 drivers could be eliminated. 

1. Equipment.—Sixteen percent of the actual purchase price was used as a 
base for computing annual depreciation. To this was added the actual operating 
costs of vehicles to be eliminated. Savings in equipment would amount to 
$10,945 annually. 





Equipment 
4. Trucks assigned to DC: 
GI ie ea $1, 26: 
Annual depreciation expense......._____..._.__...........-...- 904 


——— $2, 167 
5 trucks assigned to CS (supplies) : 


NE SE eee, a a ee ee ee 1, 298 
AREAL COUTOCIRTION GRDOI RE oxi oii trent meine 1, 103 
——_ 2, 396 
3 trucks assigned to CS (building operations) : 
Bo SE ee ee ee ee ee ee 903 
ADNUAl GlsrecaGon CEVCURG. .. 88. son ns 743 
1, 646 
2 jeeps assigned to library and reference : 
a ee CO” SAR Se a ee ae a ee ee 456 
Annual depreciation expense... -.. se 414 
es 870 
1 jeep assigned to CS (graphics) : 
Ce er ee Lae nee eee 228 
ADRUE? GENPSCIALION OXDCREC... 5 nnn cena au —== 229 
457 
1 truck assigned to TCA: 
ee a Oe ere eee aS ee Oe 474 
Annual @gepreciation expense... + ne 217 
691 
1 truck assigned to DC/RM : 
I ch ia giceeanecinennciniont 228 
Annual depreciation expense__._.._.........-.-....-..--... 229 
457 
2 cars assigned to motor pool : 
ND I RN ands Scie icc eiiedincbiinrentiaaineeramiamerei 819 
Annual Gaeprectation expense. ............... een ne 442 
1, 261 
RIE UII RUD nc ct eet an nememnen eee 10, 945 
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2. Personnel.—The following employees with an average salary of $2,990 per 
annum, would be unnecessary : 








4 tek (Grivers eenurmen. te. DO... 6 nei eee ceeawn ne $11, 960 
4 truck drivers assigned to CS (supplies) ____...___----------------~- 11, 960 
2 truck drivers assigned to CS (building operations) —~---_-_---------~-- 5, 980 
1 igeck Griver agsiened te CF (erapbics)...._._..__...-.. .._.......---= 2, 990 
1 Coprour Gasinned (0 motor NO0L...... eee 2, 990 

JSON EE 2) NIRS SS Be cel a ae pe aE RR OR ne ee pe 35, 880 


The disparity in the number of vehicles released compared with the num- 
ber of drivers is explained by the fact that some of the vehicles are 
assigned to units which require vehicles on short notice for use by the 
staff, for example, the panel jeeps assigned to L/R. 
Total s 46 82 


B. Shuttle-bus 


1. Equipment.—At present the Department contracts for 2 buses to operate 
8 hours a day for a 5-day week. These buses serve a major portion of the 
outlying department buildings. 

The two shuttle buses are rented by the Department on a contract basis. The 
cost is $40 per day for each bus. On the basis of a 250 work-day year the annual 
cost is $20,000. 

2. Employee time lost.—Time lost by departmental employees while riding 
buses is based on a 2-day survey (Tuesday and Wednesday, February 10 and 11) 
to determine the average length of a trip and the actual count by the Motor 
Transport Section of the number of passengers riding the buses the first half of 
fiscal year 1953. The Motor Transport Section has found that there is an average 
of $1,264 passengers per month (187,586 divided by 6). 

Average time: 
New State to SA-26: 681 passengers spent 5,001 minutes on the bus. 
SA-26 to New State: 529 passengers spent 4,480 minutes on the bus. 
9,481, total number of minutes, divided by 1,210, total number of passengers, 
equals 7.8 minutes average time. 

An estimated 3 minutes should be added to provide an average time spent 

waiting for the bus. Total, 10.8 minutes. 
Computation of cost: 
31,264 (12) equals number of passengers per year. 
$2.50 equals average hourly wage in State. 
10.8 iIninutes equals average trip time. 
10.8 divided by 60 times 2.5 times $1,264 (12) equals $169,000, 
Total, $189,000. 
V. WALKING TIME 
A. Sample survey 

This survey was an attempt to determine, in terms of man-years and salary 
costs, the time spent by departmental personnel walking between buildings on 
official business. It is based on the theory that the time now spent by employees 
in walking within the building which they are leaving and the building they are 
entering would be equivalent to time spent walking between offices in the new 
building. An actual count of all trips made by departmental personnel would 
require a considerable man-hour expenditure to obtain factual data. Therefore, 
this report, based on information obtained from a limited number of people, has 
several reservations: 

1. The survey was limited to personnel locatel in SA—9, one-third of whom did 
no walking at all, and projected, on a grade level basis, for the entire Department. 

2. The average number of trips was determined by requesting employees to 
estimate the number of trips they make to other buildings. 

3. An average time per trip for all trips was used instead of an individual time 
for each trip based on origin and destination. An explanation of the methods 
used to obtain this appears on page 13. 

In regard to (1) above, SA-9 was selected for the following reasons: 

1, Several areas of the Department are represented there including CS, DC, 
A/MS, LE, ARA, FE, SS/PR, and EUR. 

2. There is a good representation of all grade levels considered (GS—1 through 
15). 

Three hundred seventeen people were questioned in this survey, representing 

Slightly over 5 percent of the total population of the buildings involved. Build- 
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ings included in this survey are SA-1, 2, 3, 4, 5, 6, 7, 9, 11, 12, 13, 15 and New 
State. These are buildings whose occupants generally walk as opposed to those 
where employees normally use shuttle buses. 

After the estimated number of trips was obtained, they were grouped accord- 
ing to grade level and an average number of trips computed for the levels used. 
An interesting sidelight evident here is the direct ratio between the number of 
trips and the grade level, the only exception being found at the GS-13 level where 
the average number of trips is only 5 as compared to 7 for a GS-12 and 10 for a 
GS-14. 

By projecting the average number of trips per grade in SA-9 for the population 
of the buildings mentioned above, a total number of trips for each grade was 
obtained and an average of 3.97 calculated for all personnel. 


Percent of Total Total 
Number of Total Average whole number at number of 
Grade level questioned individuals) number of | number of Depart- each trips at 
ques- trips per trips per ment at grade in | each grade 
tioned week week grade buildings level per 
} considered week 
GS-15 9 99 ll 4.83 284 3, 124 
GS-14 16 169 16 6.90 409 4, 090 
GS-13 25 133 5 7.80 462 2,310 
GS-12 18 120 7 7. 21 $27 2, 989 
GS-11 27 129 5 7.55 436 2, 180 
GS-9 and 10 36 128 4 8.14 482 1, 928 
GS-7 and 8 44 127 3 11. 70 693 2,079 
GS-5 and 6 76 144 2 18.00 1, 065 2, 130 
GS-1 to 4 67 104 lhe 27.00 1, 600 2, 400 
Total 318 199.13 5, 858 23, 230 


10.87 at GS-16 and above. 


NoTE.— Average number of trips per week for all personnel in buildings N. 8., SA-1, 2, 5, 4, 5, 6, 7,9, 1!. 
12, 13, 15 is 23,230 divided by 5,858 equals 3.97. 


Further computations, based on population distribution, totaled 109,819 min 
utes lost each week for an average of 23,304 trips or 4.71 minutes average time 
lost per trip. 

This figure was used in calculating the man-years and salary lost at each 
grade—a total of 81 man-years and $557,207. 

This was calculated as follows: 


Computation of cost 








Total 
number of Man-years Salary Salary cost 
Grade level trips at Factor lostin | used at (man-year 
each grade walking each grade times 
level per level salary) 
week 
GS-15_. 3, 130 | 0. 0035 10. 96 $10, 800 $118, 368 
GS-14 4,090 | 0035 14. 32 9, 600 137, 472 
GS-13 2, 310 0035 8.09 &, 360 67, 632 
GS-12 2, 980 . 0085 10. 43 7,040 7: 
Gs-ll 2, 180 . 0035 7. 63 5, 940 > oe 
GS-9 and 10 1, 928 . 0035 6. 75 5, 060 34, 155 
GS-7 and & 2,079 0035 7. 28 4, 205 30, 612 
GS-5 and 6 = 2, 130 . 0035 7. 46 | 3, 410 25, 439 
GS-1 to 4 2, 400 0035 8. 40 2, 950 24, 780 
Total time lost in walking- 81. 32 
Total salary cost of time lost in 
walking ____- ; 7 557, 207 


NotTe.—The time factor was computed as follows: Number of workweeks per year times average length 
round trip in hours times 1 divided by number of hours per year: 
9.424 


15X60 *2,000 


2QOne way trip is 4.71 minutes. Round trip is 9.42 minutes. 
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B. METHOD USED TO OBTAIN AVERAGE TIME PER TRIP 


The first step in estimating the average per trip was to walk between the 
various buildings involved, obtain three separate times for each trip and compute 
an average. In order to give some weight to the fact that the majority of 
trips from a particular building may be to one located very close to it, e. g., 
SA-1 to SA-2 and at the same time consider the possibility of the majority of 
trips being to destinations further removed, it was necessary to provide some 
means of determining the distribution of trips. This was done on the basis of 
population. For example, there are approximately 1,900 people located in New 
State. From averages obtained in the representative sample (SA-9), it was 
determined that the average number of trips per person was 3.97, which, when 
multiplied by the 1,900 in New State gave us the number of trips per week made 
by personnel in New State (7,543). Distribution of these trips to the various 
buildings was made in the following manner: 

1. There are approximately 3,970 people located outside of New State in 
the buildings mentioned above. 
2. 17.6 percent of this number are in SA—1, 6.8 percent in SA-2, 8 percent 
in SA-3, ete. 
3. 17.6 percent of the total number of trips (7,548) made by personnel in 
New State are to SA-1, 6.3 percent to SA-2, 8 percent to SA-3, ete. 

Using the average times between buildings and multiplying by number of 
trips between these same buildings, the total time was obtained for all con- 
ceivable trips (109,819 minutes). This total time was divided by the total 
number of trips (23,804) made by all personnel to obtain the average time (4.71 
minutes) per trip. 

The computation of the average trip time was made in the following manner: 

Assumptions: (1) Distribution of trips out of New State to all other buila- 
ings in proportion to population of all other buildings; (2) SA-10, SA-14, 
SA-15x, and SA-16 are not considered in the calculations because the number 
of persons working there is too small to carry weight in the following caleula- 
tions. 
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VI. DUPLICATING 
A. Equipment and maintenance 


This report is based on a survey conducted by CS/R of duplicating machines 
used by IC and IIA offices at 1778 Pennsylvania Avenue. This survey covered 12 
mimeograph and 14 spirit-type machines. It was estimated that the machines 
were in use somewhat more than 60 percent of the time—the mimeograph 
machines producing an average of 621,428 impressions annually and the spirit 
type an average of 288,235. It is probable that the machines in these areas are 
in use a greater percentage of time than those in other areas of the Department, 
so that for the purposes of this report in projecting use and impressions for 
machines in other areas the 60-percent-use factor was reduced to 30 percent, 
and the average annual impressions for both mimeograph and _ spirit-type 
machines reduced to one-half the IC and ITA average. 

There are 98 duplicating machines outside of Reproduction and Distribution 
Branch. This is a combined figure consisting of 28 mimeograph and 70 spirit 
type duplicating machines. (Those in use in Reproduction and Distribution 
Branch are excluded in calculating any reduction to be made inasmuch as they 
are used continuously by skilled operators at top efficiency. ) 

Mimeograph : 
Number of impressions made by the 28 mimeograph machines in 
1 year. (Based on one-half of machines impressions in 


a a esiicusecn) Magee eee 
Number of impressions per day (28 machines) ___ alae 34, 800 
CS/R production standard per day (1 machine)______-_______ 18, 000 
Machines needed in CS/R to make same number of impressions 

as the 28 in other areas_____. nae ase EE Se wee oa a 2 
Nuinber of mimeograph machines released______-_____-__- eee 26 

Spirit type: 
Number of impressions made by 70 spirit-type machines (hecto- 

ON RE CE oe ae ee 10, O88, 000 
Nuinber of impressions per day (70 machines) — =— 40, 350 
CS/R production standard per day (1 machine)___—_ 13, 500 
Number of machines needed in CS/R to make same number of 

impressions as the 70 in other areas_____---- 3 
Number of spirit-type machines released_ ee : 67 


This would indicate that a minimum of 5 duplicating machines, manned by 
skilled personnel, could, under ideal conditions, produce as much as the 98 now 
outstanding. 

The annual savings to be realized by the reduction of 26 mimeograph and 67 
spirit-type machines would be the amount normally charged to depreciation. 
The following calculations are based on the annual depreciation percentage 
(12 percent) allowed by CS/R. 


Mimeograph : 
New machines valued at approximately_ : si $1, 000 
Annual depreciation per machine is___-__-_- eee ne 120 
Total depreciation expense on 26 machines is__________ i 3, 120 
Spirit type (hectograph and ditto) : 
New machines valued at approximately_____________- ee gan 
Annual depreciation per machine is___-_~ ie = en ee 10 
Total depreciation expense on 67 machines is_____- tater JS R360 
Average annual maintenance cost for machines outside Bs i on 2, 000 


B. Paper wastage 


Paper wastage is a factor when machines are run by unskilled operators. It 
is estimated that in short-rnn jobs there is a 19-percent paper wastage in CS/R. 
CS/R estimates that at least 15 percent is wasted by the operators outside of 
CS/R. The 5-percent difference amounts to a saving of S761 for mimeograph 
paper and $980 for spirit-type (hecto and ditto) paper totaling $1,741. 
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Mimeograph : 
ne TES ES 5 BI igi I Eee EE =e 10, 235, 000 
NE ONS a eee ee ae eee oxidise i Faeroe 
Sheets wasted (15 percent estimate) ---- 1,535, 000 


Sheets wasted in CS/R average 10 percent ______-______ =e 967, 000 
SITS ELE RS RRS NE is ihe a Ea : 568, 000 
LSE og i ee ee eee 558 

Mimeograph subtotal___--______ SR eRe ee a Re ce a $761 


Spirit type: 

Sheets. expended____.__..____- ee Se ee nanan J, BOO 
Spirit-type paper printed_____________ ee Seema (je 
Sheets wasted (15 percent estimate) ____ cknseinainesiareds = 1, 782, 000 
Sheets wasted in CS/R average 10 percent____________- Sete 1, 120, 000 
ae ans Wier monrne <A eRe SS Ry Es wate 662, 000 





ee a re enna Late 662 
Spirittype subtotal_____ fC een oe i a af $980 
Supplies total___ aes 5 ie ght , ' $1. 741 


vr. Personnel 

This report assumes that 98 employees spend 30 percent of their time operating 
the 98 machines. The savings in salaries of personnel time released for other 
duties is computed in the following manner: 

(The average salary of GS-3, 4, 5, and 7 is $3,455.) 

Number of employees times average operating time equal man-years spent in 
operating machines. 


98 times 30 percent_________ oa 29, 40 
Man-years times average salary_-___~ $101, 577 
Average CS/R operator salary $2,516.80. 


Nnumber needed to run retained machines 5 12, 584 


$12,584 $88,993 
Total duplicating : $102, 554 
VII. INVENTORY 


Under existing conditions the Department distributes, from the central ware- 
house, supplies and equipment on a regularly scheduled basis, to approximately 
25 widely separated buildings in which Department of State personnel are housed. 
Fach of the 25 buildings contain supply enupboards or secondary storage and 
distribution points, varving,in number and size in direct relation to the size and 
number of organizational units housed therein. 

Experience indicates that multiple-storage points which are necessitated by 
the inaccessabilitv of a central warehouse inevitably increases the total amount 
of stocKs required to be kept on hand and carries with it the attendant evil of a 
higher waste rate due to dead stock and deterioration. 

The consolidattion of the various segments of the Department under one roof 
with the installation of adequate warehouse facilities on the premises would 
unquestionably result in a more efficient and economical supply operation. 
Transportation costs would become negligible and overall stock levels conld be 
reduced through the elimination of many of the existing supply distribution 
points. Opportunities for tighter control would also result through the con- 
tinuous surveillance of supply activities from the point of distribution to usage 
hy eonsumers. Substeckrooms located strategically throughout the building 
would supplant the wasteful supply cupboard or closet type operation which now 
exists, 

{. Supplies 

A survey of supply cupboards in the Department revealed that the offices 
carry approximately a 2 months inventory supply rather than the optimum 
2-week supply. The spoilage rate due to poor supervision of supply cupboard 
distribution is approximately 10 percent of all expendable supplies Assnming 
that the distribution and usage of supplies were properly controlled the un- 
avoidable spoilage rate has been estimated at 2 percent 
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Expendable supplies 


Present $400,000 at 10 percent wastage___________---__-_- $40, 000 
After consolidation $400,000 at 2 percent___.__-_____-_-_-_-_- 8, 000 
RAINE RUT Ro a no ret acce 32, 000 


Some wastage is unavoidable such as dried ink, torn paper, poor packing by 
wholesalers, et cetera. 


B. Personnel 


At the present time the majority of secondary distribution points are main- 
tained by administrative personnel having requisitioning and related supply 
activities included in their responsibilities. However, in larger installations such 
as the McShain Building and the Walker-Johnson Building a full-time employee 
is required in each. Three employees are currently required to operate the New 
State stockroom which is a branch of the CS central warehouse. 

In addition to the 5 employees working full time in these storerooms a survey 
has disclosed that approximately 4 man-years are spent by administrative 
personnel in the procurement of supplies. Assuming that the distribution of 
supplies would, after consolidation, be controlled through 1 stockroom on each 
floor, 5 full-time employees would be required. The branch storeroom in New 
State Building now operated by CS should, under such a plan, be abolished. 
The 4 man-years now spent by administrative personnel in procuring supplies 
would similarly be eliminated. Personnel now engaged in the central warehouse 
activity would man the substockrooms. It is expected that additional employees 
presently engaged in the delivery of expendables and nonexpendable property 
could be released. This is considered possible through the elimination of the 
following factors: 

1. Travel time to and from warehouse and delivery points. 

2. Excessive manpower required in delivery or removal of material from 
nonelevator buildings. 

3. Waiting for space at loading platforms. 

4. Waiting for passenger elevators to be made available for property and 
supply movement. 

Five laborers now delivering property and supplies between the warehouses 
and the various buildings could be eliminated. 


Personnel 
ee eee enc vanes mabe min ease winiiin ements $2, 
Behe tn Py alien ORnsOn (PMI) tiie een eens ene 2, 950 
I NC CI RI RES AO cg heh ss a envionment desl 8, 850 
Ee oe ee en a ae a 11, 800 
A EES ST a ee ee ee ee eee 12, 760 
Se a ee nee ee Se ae Ee 39, 310 


Total inventory and personnel, $71,310. 


VIII. COMMUNICATIONS AND RECORDS 


The Division of Communications and Records provides telegraphic and mail 
conumunications and records services to the Department. Therefore, the reduc- 
tion in its personnel would be primarily related to changes in the fiekd of internal 
mail and messenger service. There would be no changes anticipated in tele- 
graphic communications or records services, or in the external operation of the 
mail service. The reduction would be affected by the degree of consolidation 
which would result from the location of all organizational units within one 
building. Assuming a normal assignment of office space by organizational units, 
it has been estimated that the consolidation into one building would result 
in a reduction of 23 positions with an annual salary savings of $61,000, as 
follows: 
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Estimated reduction in personnel 


De UNTE 0 Or 0) oo a et ceene $20, 400 
Ty UN I, Cn a ete er eee 20, 650 
gues Gmnnenmern, (ioe) 12, 750 
A GIORGI et oii teste e nana eepemmanensmneem 8, 250 

ST) SSR SA RS DUE ESE SEE a vrs cn ee 62, 050 


There would be no saving in such equipment as the sorting tables, mail dis- 
tribution boxes, and pouches as they would be used in the new building. The 
vehicles used in interoffice distribution would be eliminated and the savings 
are discussed in the motor-transport report. 

This report is necessarily conservative as any other reductions in personnel 
would depend on the type of pneumatic mail system and the layout of the 
various offices. Until these plan are final, there is no basis for estimating other 
savings. 


Total savings, $61,000. 
Ix. LIBRARY AND REFERENCES SERVICES 


The library, at present, has offices and reference material located in SA-1, 
SA-14, and SA-24. In addition to these primary units, there are several special 
collections located throughout the Department which have been accumulated 
because they are in constant use. These may be in the form of small law 
libraries or similar reference material of a specialized nature. 

Consolidation would permit the release of the following employees: 


SNE SRE SR a ee ee $5, 900 
Reference and bibliographic, 2 GS-7__--__-_____---_-__-_--__-----_-_- 8, 410 
EET AEST RE SSSR ge a ne a 3. 255 
Ne aa es bs tac atin mse ny Sneha Sa dee bs dn eanneh 5, 060 
Prams Comecuon. 14 ee 3, 255 

I a ee ee eae a af eae UE SOE! ane = 25, 880 


The reduction in the number of duplicate magazine subscriptions and duplicate 
copies of books will result in a savings of $1,000 per year. 

In order to maintain contact with the three reference stockrooms and the 
Library of Congress, it is necessary to keep two jeeps on hand at all times. 
These jeeps are manned by part-time drivers who have additional duties in the 
library. The savings effected by the elimination of these jeeps are credited 
to motor transport. It is claimed that the drivers of these jeeps would be used 
full-time within the library. Other transportation needs (e. g., to the Library 
of Congress) can be supplied by the motor pool. 

Total savings, $26,880. 

X. OFFICE OF PERSON NEL 


Individual reports submitted by officials in the various divisions within PER 
indicate that the primary advantages of consolidation would be those resulting 
from closer liaison with employees. The monetary savings, initially, would be 
small when compared with some of the other areas within the Department. 
However, one branch mentioned would show a tangible saving. By consolidating 
the health rooms it is estimated that approximately $3,910 could be saved 
annually, this figure representing the salary of 1 nurse, $3,410, and $500 to be 
realized through better utilization and less maintenance cost of medical equip- 
ment. 

All the PER reports commented on the fact that if the necessity for walking 
or riding shuttle buses were eliminated personnel operations requiring personal 
contact would be expedited. This transportation aspect is discussed more fully 
in the two reports dealing specifically with time spent in walking or riding to 
other buildings. 

Other advantages mentioned in these reports include: 

1. Better correspondence control, especially congressional. 

2. Safer transmission of security investigation files. 

3. More centralized control of job applicants, i. e., interviews and application 
forms would be all handled in the appropriate division in PER rather than 
outside administration offices. 

Total savings, $3,910. 
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XI. SECURITY 


The physical security aspects of the protection of information would be 
enhanced in many respects if the Department’s operations in Washington were 
housed in a single building. 

Under present conditions, housed as the Department is, in 32 different loca- 
tions, the chances for delay, mishandling and loss of classified material are 
numerous. Specifically, the following improvements could be expected. 


A, Communications 


1. Substantially reduce the number of times material must be handled. Each 
transfer of custody involves risk of loss or other compromise. 

2. Reduce distances material must be transported, and improve conditions. 
Transportation through public streets, with attendant risks, would be eliminated. 

3. More thorough supervision over security protection given material in 
transit. 

B. Building protection 

1. Reduce innumerable possible entrances and exits to a few which could be 
controlled for protection of both classified material and Government property. 

2. Entire area would be devoted to State Department operations. Presently 
some of our operations are housed in buildings also occupied by other agencies. 

3. Standardize security operations throughout the Department, eliminating 
special procedures, which under present circumstances are sometimes merely 
makeshifts. 

4. Make possible the grouping of full protection areas for more effective and 
efficient control, with fewer total facilities than are required for a number of 
seattered locations. 

5. Without increase of present staff, and possibly with some reduction, bring 
present inadequate guard coverage up to standard. 

6. Improve protection against physical entry and reduce the possibility of in 
stallation of microphones or other devices. 

7. Increase effectiveness of supervision over telephone communication system 
to prevent tapping. 

C. Proximity of offices 

1. Locating of related offices near each other would increase operating effec- 
tiveness. Any improvement to operating efficiency automatically improves 
security efficiency. 

2. Consultation between officials could be conducted largely on a person to 
person basis, reducing the likelihood of discussing sensitive mutters over tele- 
phones. 

3. Total accomplishments of security supervision would be increased by: 

(a) Reduction in time traveling between offices. 

(6) Elimination of much of the time spent on special security problems 
brought about by occupancy of insecure and difficult to control areas, which 
would contribute to closer and more frequent coverage. 

In summary, the possible avenues for loss and compromise of classified material 
are almost countless. The variety of protective measures, both physical and 
administrative, required to protect informatien could be efficiently planned, 
organized, and executed with the result that, in one building, risks could be de- 
creased to a minimum and more effective and extensive controls maintained. 
The capacity of the protective organization to fully meet this responsibility would 
be enormously increased. 

The importance of a single building from the security standpoint cannot be 
overstressed. 

D. Basie requirements 

However, of equal importance, is the value of careful planning to insure that 
fundamental security requirements are included in construction plans. Some 
basic requirements are as follows: 

1. The building setting should be on a sufficiently large plot of ground to in- 
sure that no other buildings will be in close proximity and sufficiently far removed 
to prevent visual penetration (protection against use of telescopes, telephoto 
cameras, et cetera) from buildings in vicinity. 

2. Grounds should be clear of shrubs or other objects that could be used for 
concealment of intruders. Floodlighting facilities should be provided. 

3. Grounds should be surrounded by an effective barrier fence with a minimum 
of gates (preferably not more than two). 
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4, Outside entrances should be kept to the absolute practicable minimum, and 
so constructed as to be capable of complete control from within. 

5. No windows should be accessible from the ground. If such is not structurally 
possible, accessible windows should be barred in accordance with security specifi- 
enutions. 

6. An incinerator, capable of meeting requirement for destruction of classified 
material should be included in construction plans. 

7. “Non-access” areas should be provided and take into consideration (@) 
grouping of such areas (b) constructed so as to require a minimum of alteration 
to provide for full personnel control. ‘ 

8. Secure file and record room facilities should be provided for in basic con- 
struction by the inclusion of vaults of appropriate size and location. 

%. Provide public facilities (auditoriums, conference rooms and office space) 
that are so situated that they can be completely isolated from other areas of the 
building. This is made necessary because this Department frequently has public 
or international working groups, conferences, et cetera, who must work closely 
with certain areas, but must be excluded from classified information. Evening 
ineetings held in auditoriums or conference rooms where outsiders are in atten- 
dance could be handled with fewer security precautions and less security risks. 

In pointing out these considerations, it is desired to emphasize that security 
planning is of the utmost importance in the construction of a building in order 
that the building may achieve the maximum efficiency, and a security representa- 
tive should be included on the planning staff. 


XII. ALTERNATIVE--MOVING INTO AN EXISTING BUILDING 

An alternative to building an extension on New State is to relocate the Depazt- 
ment in an existing building. 

With the exceptions of building rents and operations the savings resultins 
from consolidation would be the same whether the Department moved into a new 
or an existing building. Annually these savings, including the costs of special 
bnilding operations borne by State and costs of office relocations, would be 


CONTINGENCIES 


Mr. Roonry. Referring to page 9 of your justifications, and the 
chart thereon, we find an item entitled “contingencies” in the amount 
of $2,061,000. 

Mr. Estes. Yes, sir. 

Mr. Roonry. What is the breakdown on that / 

Mr. Estes. That is a GSA figure, and may I ask Mr. Poorman or 
Mr. Palmer to respond to that, Mr. Chairman 4 

Mr. Rooney. Yes. 

Mr. Poorman. Sir, that is a typical figure. We normally carry 
about a 5 percent contingency until the plans are actually completed, 
and the bids are received. 

We have occasions, as Mr. Noonan mentioned here, and until we 
have completed our design and received bids, it is customary to keep 
a contingency item in the plans. 

That does not have to equal quite 5 percent, because the Bureau of 
the Budget requested an item and it was taken out of that item. 
However, that is a common practice not only with the Government, 
but throughout industry. 

Mr. Roonry. What difference would it make if this were deferred, 
and if you ran into contingencies you could come back until a sup- 
plemental request 

Mr. Poorman. Sir, frankly, until the plans are completed and an 
estimate is placed upon those plans, I think it could cause us serious 
inconvenience time wise. 

Mr. Roonry. Can you now point out in what respect there would 
he this inconvenience ? 
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_ Mr. Poorman. Well, there might be one of several. The papers 
indicate that there is currently going on negotiations, for example, in 
the steel industry which probably can result in some price increases 
which will mean some increase in cost. 

Conversely, we cannot award a contract unless we have the entire 
value of that contract. In other words, at the time we are prepared 
to award the construction contract unless the appropriation is equal 
to the bid, we would have to defer the bid until we got the additional 
money or we would have to get some kind of an option. 

Mr. Rooney. You would not buy your furniture at this time; would 
you? 

Mr. Poorman. That is a State Department item, Mr. Chairman. 

Mr. Estes. No, sir; that would not be purchased at this time. 


RENTS AND MOVING COSTS 


Mr. Roonry. Rents and moving costs would not come into play 
for a total of $1,780,000 at this time; would they 4 

Mr. Poorman. Yes, sir; the rent is for space that we must provide 
because of the temporary buildings that are being demolished to make 
way for it. 

This money, I believe, Mr. Estes, primarily provides rent through 
fiscal year 1957, plus the move from your present space into the rented 
space ¢ 

Mr. Estes. This budget submission shows $1,280,000 for obligations 
in 1957. 

Mr. Rooney. How much of this overall amount would be obligated 
in fiscal 1957 ¢ 

Mr. Estes. $45,445,000, sir. 

Mr. Roonry. This item of $1,780,000, No. 9, for rents and moving 
includes alterations for temporary quarters; does it not? Would 
that include rent beyond the 1957 fiscal year ? 

Mr. Poorman. We have indicated a willingness to pick that up in 
1958. 

Mr. Estes. That is correct. 

Mr. Rooney. You have done what ? 

Mr. Poorman. We have indicated a willingness to pick it up and 
budget for the item in 1958, 

Mr. Rooney. Well, is this all for 1957? 

Mr. Poorman. The rental part of that is for 1957. 

Mr. Rooney. How much of that? 

Mr. Poorman. Mr. Estes, will you break that $1,715,000 down ? 

Mr. Estes. That includes rents and moving obligations. 

Mr. Rooney. No; that is $1,780,000 that we are referring to. 

Mr. Esres. There is a complete breakdown, Mr. Chairman. The 
breakdown is as follows: For rent operations and maintenance, as 
indicated on the sheet before you, there is $675,000, and a second rental 
schedule of $281,250 because we are making our move from the build- 
ings to be demolished in two shifts. 

If these funds are appropriated, all the buildings that are located on 
this side of 22d Street—the temporary buildings—would be demol- 
ished under contracts perhaps starting in October. We would have to 
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replace all the people in these buildings and we would wait until next 
March or April to move out the people who are working and occupy- 
ing those apartment buildings on the front here. That is w hy there 
are two amounts shown there. 

Then, you have the amounts for moving directly beneath there of 
$87,500, and alterations at $82,500, for a total of $1,780,000. 

Mr. Roonry. How did you arrive at that figure ? 

Mr. Esres. The $153,750? 

Mr. Rooney. Yes. 

Mr. Poorman. I would have to ask Mr. Palmer to give us that. 

Mr. Patmer. On this type of work we are allowing usually a 7.5 
percent contingency on alteration work, and moving, but the esti- 
mate is based upon such indefinite information that you have to allow 
a big contingency. In other words, you cannot estimate it very close- 
ly. As a matter of fact, we do not know the buildings that we are 
going to occupy. 

Mr. Poorman. I might say, Mr. Chairman, that the space situation 
in Washington is extremely difficult, and we are having substantial 
problems in locating space to meet this need, and these contingencies 
are high because of that. 

Mr. Rooney. There is another item below that is entitled “Related 
Expenses and Contingencies.” If you are following a formula on 
percentages as you say you are, how is it that you take $1: 53,750 out 
of the $ 1,280, 000 and but $22,000 out of $500, 000% 

Mr. "PALMER. The most indefinite part of that is in the beginning 
there. We are moving back into a building that we know something 
about. 

Mr. Rooney. At which period of time do you take the 7.5 percent ? 
Do you take it at the beginning or at the end? 

Mr. Patmer. Weare taking it at the beginning. 

Mr. Rooney. What is your figure at the end of the operation ? 

Mr. Patmer. Well, at the end of the operation we have allowed very 
little there. 

Mr. Rooney. I seethat. How did you arrive at it? 

Mr. Patmer. It was just a matter of judgment. 

Mr. Rooney. You just picked the figure out of the air? 

Mr. Parmer. Well, in the beginning we are going to go into build- 
ings that we have not selected, and we do not know what buildings we 
are going to g6 in the first part of that program. 

Mr. Rooney. Of this item of $1,780,000 do I understand correctly 
that a half-million dollars will not be obligated or spent until at least 
3 fiscal years from now; is that correct ? 

Mr. Paumer. That is right, sir. 

Mr. Roonry. Why do you need that money now / 

Mr. Poorman. I think, sir, with a pac ‘kage deal it would be needed. 
However, the State Department or their comptroller could answer the 
advantages or disadvantages of their getting it all at this moment. 

Mr. Rooney. In other words, a bird in the hand is worth two in the 
bush ? 

Mr. Poorman. Yes. As long as GSA gets the required money at 
the required time we can function. 
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Mr. Roonry. Now, with regard to partitions, item No. 3, page ‘, 
you have inserted the amount of $2,196,000. 

In what fiscal year would that be spent ? 

Mr. Pautmer. That is shown in 1958 and 1959. 

Mr. Poorman. Mr. Estes, can you give the chairman that in- 
formation ? 

Mr. Rooney. Would it not be better to estimate the actual cost just 
previous to fiscal year 1958 rather than at this time before you even get 
into 1957? 

Mr. Poorman. Sir, the schedule—we had contemplated an award for 
complete construction in 1957, which is before the beginning of fiscal 
1958, and we cannot enter into a construction contract without having 
the full appropriations, that is, an amount at least equal to the con- 
struction contract, available. 


PARTITIONS 


Mr. Roonry. These partitions apply both to the new building and 
to the old building ? 

Mr. Poorman. They are in the new building. 

Mr. Rooney. Are you doing any partition work in the old building / 

Mr. Poorman. Minimum, sir. It depends on the condition of the 
building and the conditions of the lease. 

Mr. Rooney. Is this item for partitions included in the $45,445,000 
to which you referred awhile ago / 

Mr. Estes. No, sir. 

Mr. Roonry. Is the item of $1,780,000 for rents and moving costs 
included in the $45 million ? 

Mr. Estes. Yes, sir. 


SCHEDULE OF OBLIGATIONS AND EXPENDITURES 


For fiscal year 1957, the total of $45,445,000 includes the following 
items: 

Construction, $43,560,000. 

Demolition of buildings on site, $80,000. 

Mr. Rooney. Do you have a precise statement in regard to this that 
we might insert in the record at this point ? 

Mr. Esres. Let me give you a copy of the obligations and expendi- 
tures by items. 

Mr. Roonry. We shall at this point in the record insert the paper 
just handed us by Mr. Estes. 
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Extension and remodeling, State Department Building, 21st and Virginia Ave 
Washington, D. C., June 15, 1956 


Total 1956 1957 1958 1Y5Y 1960 
ORLIGATIONS 
Construction $43, 560, 000 $43, 560, 000 
Demolition of buildings on site 80, 000 80, 000 
Partitions Me : 2, 196, 000 2, 196, 000 
Remodeling present building, in- 
cluding conversion of elevators 835, 000 835, 000 
Special itens : 3, 533,000 | _ 3, 013, 000 $200, 000 $280, 000 $40, 000) 
Reservations > 303, 000 $10,000 |_ 75, 000 150, 000 68, 000 
Contingencies ‘ .---| 2,061,000 330, 000 8000, 000 761, 000 170, 000 
Furniture 300, 000 - 50, 000 100, 000 150, 000 
Rent and moving costs 1, 780, 000 1, 280, 000 500, 000 
Drawings and specifications: 
Contract architect 1, 715,000 |1, 715, 000 
GSA costs : a te 490, 000 67, 000 130, 000 120, 000 100, 000 73, 000 
Construction supervision _- ; 427,000 43, OOO 130, 000 130, 000 124, 000 
General office expenses 120, 000 &, 000 22, 000 33, 000 30, 000 27, 000 
Total 57, 400,000 (1,800,000 | 51, 489, 000 1, 408, 000 1,551,000 | 1,152,000 


EXPENDITURES 


Construction . 43, 560, 000 2,800,000 | 14,000,000 15, 500,000 (11, 260, 000 
Demolition of buildings on site 80, 000 80, 000 
Partitions : _| 2,196, 000 500, 000 1, 200, 000 494), OO) 
Remodeling present building, 
including conversion of elevators- 835, 000 300, 000 400, 000 135, 000 
Special items a1 Ss ; 3, 533, 000 500, 000 1, 500,000 | 1, 533, 000 
Reservations : 303. 000 10, 000 50, 000 125, 000 118, 000 
Contingencies 2. 061, 000 200. 000 700, 000 700, O00 161, 000 
Furniture 300, 000 10, 000 125, 000 165, 000 
Rent and moving costs 1, 780, 000 1, 280, 000 t 500, 000 
Drawings and specifications 
Contract architect 1,715,000 | 350,000 1, 230, 000 135, 000 
GSA costs. __- . . 490, 000 67, 000 130, 000 120, 000 100, 000 73, 000 
Construction supervision 427, 000 47, 000 130, 000 130, 000 120), 000 
General office expenses aos 120, 000 &, 000 22, 000 33, 000 30, 000 27, 000 
Total -_- = a 57, 400,000 | 435, 000 5, 789,000 | 16,343,000 19,945,000 (14, 888, 000 


Norte.— Drawings start, Jan. 1, 1956; foundation drawings complete, Sept. 15 
contract, Oct. 1, 1956; drawings completed (superstructure) 
June 1, 1957; complete June 1, 1960. 


, 1956; award foundation 
, Apr. 1, 1957; contract award (superstructure) , 


FURNITURE 


Mr. Rooney. According to this you would start to purchase the 
furniture in fiscal year 1958 with $10,000; in 1959 you anticipate 
spending $125,000; and in 1960, $165,000. How did you arrive at 
these figures ¢ 

Mr. Estes. Mostly by trying to judge the completion of the build- 
ing, the information that would be provided us on the interior finishes, 
the sketches, designs, and starting to buy the furniture that would 
be required and scheduling the retirement of the furniture we would 
replace with it. I do not think there is a hard and fast rule as to 
Whether you do it in 1958 or 1959, but it seemed to us wiser to spread 
it out over the years. 

Mr. Rooney. Would it not be wiser, since you are not going to 
buy the furniture now, to come to us when you need it and set wp some 
firm requirements and give the Congress, on behalf of the taxpayers, 
an Opportunity to see what you are buying? You might have some 
of those executive wastebaskets in there. 

Mr. Estes. Yes, sir. The point of presenting a budget of this sort 
is we would present to you a total picture of what it would cost for 
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this building and all of the things that would go into it at one time 
instead of coming year after year on a piecemeal basis. 

Mr. Rooney. That is fine. We have a broad picture and can see 
what is ahead of us. But for the moment we want to give you what 
you need to proceed, and we would like to inquire as to what you in- 
tend to do after that. 

Mr. Esres. I would like to say from my point of view, I do not know 
whether I will be here 

Mr. Roonry. Neither do I. 

Mr. Estes. But we could still come back before you and ask for 
funds when we are ready to purchase items such as furniture. 

Mr. Roonry. Do you have any similar items ? 

Mr. Esrrs. There are such things as your incinerator, an alarm 
system, which has to be planned on. 

Mr. Poorman. Any item that is properly a part of the construction 
contract must either be carried as an option under the original bid or 
funds should be provided for them at the time the bid is made. 

Mr. Rooney. I would not expect those two items to be in the same 
category as the furniture. 

Mr. Poorman. And if I may comment, Mr. Chairman and Mr. 
Estes, an item for the remodeling of the present building and certain 
of those special items, we had intended to incorporate in the basic 
contract, and it would be our preference, sir, to have the item of $700,- 
000 for the 1958 remodeling, and the item of $1.2 million, as a part of 
the basic contract. 

Mr. Rooney. There might be this advantage in appropriating only 
so much of the $55.6 million, that whatever we leave hanging will keep 
us in continual touch with this construction. We would not have the 
pleasure of the company of some of you gentlemen perhaps until after 
1960 if we gave you all this money. 

Mr. Henprerson. May I say something off the record, Mr. Chair- 
man ¢ 

Mr. Roonry. Yes, Mr. Secretary. 

(Discussion off the record.) 

Mr. Esres. Aside from those items, particularly furniture, I would 
have to defer to Mr. Poorman, who handles all GSA contracts, be- 
cause this money does not come to State; it gets transferred to the 
General Services Administration. 





SPACE FOR USIA 


Mr. Rooney. As one who has always felt that the present Secretary 
and the State Department made a serious error in divorcing them- 
selves as they did from the Information Agency, I should like to in- 
quire what might be the situation if sometime in the near future the 
Information Agency was put back in the State Department ? 

Mr. Henperson. Mr. Chairman, I would like to say we have given 
some thought to that. Frankly, there is not space in the present site, 
if we keep our building at the height it is necessary that it be kept, 
to house the USLA in case it should come in the State Department 
again. But [ hope GSA will not mind if I give my own views, which 
may ditfer from theirs. Across 23d Street is a site which, in my 
opinion, could very well be used for USTA in case it should come into 
the State Department again. It is the old Naval Hospital. 
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Mr. Roonry. If we ever had to get into that I would be afraid it 
might work out like the time this committee appropriated money for 
the purchase of a building for the “inflammation” agency in New 
York. They computed the square footage, all right, and we said fine 
and passed a supplemental appropriation of a couple of million dol- 
lars. Then it turned out that in computing that square footage they 
had included space in elevator shafts, stair well, and everything else. 

Mr. Henperson. Mr. Chairman, there is just no room for USIA 
in this building. But we do think there is a possibility, in case 
USIA should come back as a part of the State Department, for it to 
be housed in a locality close by. That is our hope. I do not know how 
GSA feels about it. 

Mr. CieveNncer. Is there not a possibility that there might be 
enough space for this new foreign relief agency if the people tire 
of the heavy cost and it is reduced ¢ 

Mr. Henperson. Are you addressing that question to me? 

Mr. CLevencer. To anybody who can answer it. 

Mr. Henverson. I feel that is a question for Congress to answer. 

Mr. CLevENGER. Do you contemplate it will be necessary to main- 
tain this one agency 

Mr. Henprerson. ICA. 

Mr. CLevencER. At its present level, or will the people back home 
get tired of the cost of it and demand that it be discontinued or 
reduced 4 

Mr. Henperson. I do not think I am in a position to answer that 
question. Honestly, I do not know. So far I do not see any tendency 
in the direction of its being reduced. The tendency seems to be in 
the other direction. 

Mr. CLevencer. I know how the people back home feel about it. 
That is the only thing I can give you. 

Mr. Henprerson. You are talking about foreign aid and not in- 
formation ¢ 

Mr. CLevencer. I did not discuss the information because it is well 
known what I think about that. But this is a matter of both of them. 
If it is put back in State the problem will be there, and I think they 
are both swollen out of all proportion, and I thought this building 
might accommodate all the people that will be left of both of them. 

Mr. Henprerson. As I understand, this building is being constructed 
in such a way that the space can be made quite flexible, and if it should 
happen that the State Department itself or USIA or ICA should be 
contracted, it might be feasible to put them all in the same building. 

Mr. CLevencer. That is what I was giving thought to. 

Mr. Poorman. In reference to the Secretary’s comment about the 
size of the building, we feel we have substantially exhausted the possi- 
bility of the space that can be put in those areas. While the money 
is being put in the State Department, I am sure if for any number of 
reasons space should become available, GSA could work out with the 
State Department occupancy for some component of the Government 
that would not be adversely affected either by the State Department’s 
proximity or vice versa. 
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BROADCAST ROOMS 


Mr. Roonry. At the bottom of page 8 reference is made to broad- 
‘ast rooms. What sort of broadcast rooms would they be? Would 
they be on the sixth floor / 

Mr. Esres. That is on the eighth floor in that special purpose sec- 
tion. That would be for live TV and radio broadcasts, sound record- 
ing, and motion pieture recording. It is a room we wish to fix up 
after studying the ‘echnical facilities made at the White House, which 
we were shown by special arrangement, where the network people 
can bring in their equipment. All we do is provide the outlets in 
this space and lights-—— 

Mr. Roonry. How is that handled at the present time / 

Mr. Estes. At the present time we use the diplomatic reception 
room opposite the Secretary's office, which is a small room about the 
size of this one. After the Secretary’s press conference, as a general 
rule part of it is repeated for the TV and radio people, and we have 
to bring these special electrical power lines from outside corridors, 
and we ruin the rugs and furniture as this equipment is brought in. 
We wanted to get a space that could not easily be hurt but with the 
electrical facilities that they need. The idea would be they would 
plug in their equipment there and would run a special conduit or cable 
from there to their sound trucks in the basement, just as they do at 
the White House. 

I have here a brief statement on that for your information, Mr. 
Chairman. It is more in detail than what I have tried to say. 

Mr. Rooney. Very well. It will be inserted in the record at this 
point. 

(The material referred to is as follows :) 


TELEVISION AND RApIo FACILItIES 


Low-cost space is provided on the special purpose floor to provide the special 
facilities needed for live TV and radio broadcasts, sound recording, and moving 
picture recording for TV and newsreels. 

It is estimated that $75,000 will cover the cost of the following installations : 

Soundproof walls 

Accoustic treatment 

Electrical system for specia] high intensity light for color TV cameras 

Special conduit and cable system to mobile TV unit “station” in basement 
parking area 

Special electrical power panel for feeders to 5 camera mobile color TY units 

Radiant cooling panels for high local heat load 

(This estimate does not include broadcasting equipment which will be fur- 
nished by networks as required.) 


Mr. Rooney. Mr. Preston / 


USE OF MARBLE IN) BUILDING 


Mr. Preston. Would the outer walls of the proposed building have 
any marble / 

Mr. Noonan. At the moment stone is what is considered. 

Mr. Poorman. Probably the greatest part will not be marble. 

Mr. Preston. Some marble will be used / 

Mr. Poorman. We are not prepared to say categorically. The archi- 
tects are studying the use of some marble for achitectural features. 
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Mr. Preston. I expect you gentlemen are well aware of the fine 
marble that comes from the State of Georgia / 

Mr. Poorman. And a number of other States. 

Mr. Preston. I am not familiar with those. I hope to see some 
Georgia marble in this fine building somewhere, even if it is only in 
the cornerstone. 

I am very much interested in this building, but I am not so sure 
I am impressed with this marquee thing on the building. 

Mr. Esrers. That is the auditorium. 

Mr. Preston. Is that the auditorium / 

Mr. Estes. Yes. You are looking at the auditorium. The closer 
view might help you see it better. 

Mr. Poorman. Some of these architectural features are still under 
study by the architects and a subcommittee of the Fine Arts Com- 
mission. 

Mr. Preston. I would hate mighty bad to see a magnificent building 
have an appendage on it that would look odd. 

Mr. Esrrs. Does this give you a better view [indicating] / 

Mr. Presron. It looks better here. 

Mr. Poorman. The sketch you are looking at has been favorably 
received by the people who are designated as the judges for such 
things by the Fine Arts Commission. 

Mr. Presvon. You can see this one is out of proportion. 

Mr. Poorman. Yes. That was the earher one. 

Mr. Presron. This looks better. 

Mr. Poorman. It has been favorably received. 

Mr. Preston. What is this design that is proposed to be put on the 
building ¢ 

Mr. Noonan. At the moment it is something suggested as an arehi- 
fectural feature. 

Mr. Preston. What does it represent / 

Mr. Noonan. At the moment we do not know. It is something 
of architectural interest which we feel might embellish the general 

‘esign, but what it will depict I am not prepared to say. 

Mr. Preston. This is not a permanent selection 

Mr. Noonan. No; neither of them. 

Mr. Presrox. T hope not. That could be construed as anything. 

Mr. Esres. I was going to say it reminds me of the Marine Corps 
emblem, in which case T would approve it. 

Mr. Preston. The Fine Arts Commission would have to approve 
that anyway / , 

Mr. Noonan. Yes. 

Mr. Preston. Tam always partial to the spread eagle myself. 

Mr. Esres. You understand that is on 23d Street. That is not the 
entrance to the building. 

Mr. Poorman. We feel the size and prominence of this building 
makes it very important. We also have another problem, and that is 
the transition in the 17 vears during which there has been no construe- 
tion in the Washington area, and we want to be certain this building 
will live with its surroundings, both in terms of buildings and terrain. 

Mr. Preston. One of my reasons for being interested in seeing this 
building constructed, aside from wishing to see the State Department 
housed ina suitable building, is to get rid of these temporary buildings. 











674 





Mr. Poorman. Sir, off the record, I am please to advise you 

(Discussion off the record.) 

Mr. Preston. That is all, Mr. Chairman. 

Mr. Rooney. This will be the largest building in the District of 
Columbia. 

Mr. Poorman. This extension plus the original building, I am told, 
will be the largest building in Washington. We are not building it 
to be that, it just happens. 

Mr. Roonry. And the most costly in the District of Columbia ? 

Mr. Poorman. That would be my surmise. The depression buildings 
were real bargains. The cost was way down. 

Mr. Covunerr. How long did the witness say it would take to complete 
this building for occupancy provided this request is authorized ¢ 

Mr. Poorman. We said 30 to 36 months under construction after the 
spring of 1957. We will tighten the contracts up as far as the design 
of the building will permit. 

Mr. Rooney. Any questions? Mr. Clevenger? 

Mr. Crevencer. I think not. 

Mr. Rooney. This concludes the hearing with regard to the building. 
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Trourspay, JuNE 14, 1956. 
FUNDS APPROPRIATED TO THE PRESIDENT 
PRESIDENT’s SpectAL INTERNATIONAL PROGRAM 


WITNESSES 
U. S. INMORMATION AGENCY 


THEODORE C. STREIBERT, DIRECTOR; ABBOTT WASHBURN, DEP- 
UTY DIRECTOR; CLIVE L. DuVAL II, GENERAL COUNSEL; BEN 
POSNER, BUDGET OFFICER; ROBERT SIVARD, SPECIAL ASSIST- 
ANT; ADELBERT R. BAKER, BUDGET PROGRAM OFFICER; JULIUS 
F. SEEBACH, SPECIAL ASSISTANT 


DEPARTMENT OF STATE 


ROBERT MURPHY, DEPUTY UNDER SECRETARY OF STATE 

E. ALLAN LIGHTNER, JR., DEPUTY ASSISTANT SECRETARY FOR 
PUBLIC AFFAIRS ; 

EDWARD C. CROUCH, ACTING DEPUTY ASSISTANT SECRETARY AND 
BUDGET OFFICER 

DOUGLAS N. BATSON, CHIEF, CULTURAL PRESENTATIONS STAFF 

CHARLES F. HAWKINS, CHIEF, FISCAL MANAGEMENT, INTERNA- 
TIONAL EDUCATIONAL EXCHANGE ACTIVITIES 

RICHARD ERICSSON, SPECIAL ASSISTANT 

RUSSELL WHITENER, BUDGET EXAMINER 

REINHOLD ALLWARDT, BUDGET ANALYST 


DEPARTMENT OF COMMERCE 


HAROLD C. McCLELLAN, ASSISTANT SECRETARY OF COMMERCE 
FOR INTERNATIONAL AFFAIRS 

HARRISON T. McCLUNG, DIRECTOR, OFFICE OF INTERNATIONAL 
TRADE FAIRS 

NATHANIEL KNOWLES, DEPUTY DIRECTOR, OFFICE OF INTERNA- 
TIONAL TRADE FAIRS 

E. PAUL HAWK, DIRECTOR, TRADE MISSIONS PROGRAM, BUREAU 
OF FOREIGN COMMERCE 

JOHN J. MOORE, ACTING DIRECTOR, OFFICE OF BUDGET AND MAN- 
AGEMENT 

NATHAN OSTROFF, ASSISTANT GENERAL COUNSEL 

CARL E. HAGLUND, EXECUTIVE OFFICER, OFFICE OF INTERNA- 
TIONAL TRADE FAIRS 

JOHN F. BORECKI, BUDGET ANALYST 


Mr. Roonry. The next item in the list of these supplemental re- 
quests is entitled “Funds appropriated to the President,” and is con- 
tained in the same House Document No. 403 at page 6 thereof. The 
request is in the amount of $9 million, as compared with the amount 
of $5 million appropriated by the Congress for this program in the 
current fiscal year. 

I do not know what the reason for change in title is or was, but it is 
interesting to note it. 

We shall first be glad to hear from Deputy Under Secretary of State 
Murphy, who I take it has a prepared statement. 
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Mr. Murpny. Yes, sir. 
Mr. Roonry. We shall be glad to have you proceed, Mr. Secretary. 


GENERAL STATEMENT OF Deputy UNDER SECRETARY OF STATE 


Mr. Murerry. Mr. Chairman, I am very grateful to you for the 
chance to speak about the President’s special international program. 

We think that this is an important program in our foreign rela- 
tions. It has had and is having a most Eonuthe impact abroad. 

As you know, Mr. Chairman, the Department of State has direct 
operational responsibility for the cultural presentation part of this 
program. 

In his first request for funds for this program the President in his 
letter to the Congress of July 4 described this part of the project as 
one to assist and encourage private musical, dramatic, and other 
groups to go forth and demonstrate that America, too, can lay claim 
to high eultural and artistic achievements. 

The President has assigned the responsibility for the supervision 
of the special international program to the Operations Coordinating 
Board. The Under Secretary of State is Chairman of that Board. 

We in the Department of State, therefore, follow the activities 
carried out under this program with great care. The Operations 
Coordinating Board regularly reviews all the reports and data made 
by the operating agencies in this program. 

Upon completion of the second year of operations, the Department 
wili have granted financial assistance to a total of 1,599 American 
performing artists including some of our most outstanding individual 
artists as well as our leading musical, dance, and dramatic organiza- 
tions, and also to 216 top athletes appearing in some 329 communities 
throughout the free world. 

The success of these appearances, we think, has exceeded all of our 
expectations. 

The individuals and groups we have sent have been successful from 
the standpoint of the acceptance by foreign audiences and critics. 
They have also had a marked impact on foreign public opinion in 
general as is reflected by an enormous amount of excellent publicity 
in the foreign press. I have no doubt that they have created a more 
favorable attitude generally about our country. 

The members of this committee, Mr. Chairman, know as well as we 
in the Department of the importance the Communists attach to eul- 
tural activity in any country that will receive their dancers, artists, 
musicians, and athletes. They are spending very large sums of money 
on this campaign. They seek to spread the impression that their sys- 
tem is capable of higher cultural attainments than our own, and we 
know this is untrue. 

The cultural phase of the President’s special international program 
is, we think, an important means by which we can create an accurate 
impression. We believe that our program is successful in doing this. 
The activities which we have undertaken under this program have 
proved to be of significant importance in overcoming the widely held 
notion that the predominant motivation of this country overseas is 
commercial and materialistic gain. As the President said in his 
budget message last January: 








m 
te 
is. 
ve 


ld 


11S 





677 


Our cultural achievements have been presented throughout the world by 
American actors, dancers, and musicians during the past year, and these cul- 
tural presentations have been enthusiastically received abroad and have con 
tributed significantly to a better understanding of our values and objectives 
as a nation. 

[ hope, Mr. Chairman, you will give favorable consideration to 
this request for funds for ‘the cultural program as well as for the 
trade fair program which is administered by the Department - of Com- 
merce, 

Deputy Assistant Secretary of State for Public Affairs, Mr. Light- 
ner, 1s here today. As vou know, he is new to this ep having 
arrived here about 3 weeks ago from Munich, but he and his assistants 
in the Department are available for any questions, “Mr. Chairman, 
which you may have concerning the administration of the program. 


PARIS MATCIL MAGAZINE ARTICLE 


Mr. Roonry. Mr. Secretary, are you familiar with the full page ad- 
vertisement which appeared during the past week in the New York 
Times and the Washington Post quoting a writer in a French maga- 
zine entitled “The Paris-Match ¢” 

Mr. Murreuy. The Paris-Match is on my desk, Mr. Chairman. 

Mr. Rooney. Would you care to comment on that / 

Mr. Murpuy. | thought we would have a chance to talk with the 
Secretary about it, and I wanted to talk to Mr. Streibert about it 
also, but I have not had a chance to do so. 

I think we have to give that some very careful attention. I think 
some of the things he says in the article perhaps have some validity, 
but I am not quite sure. We are asking Paris to go into the thing, 
and get some of the background of it. Frankly, I do not like the 
article. 

Mr. Rooney. It was quite nauseating to me. 

Mr. Murpny. It is; ves, sir. There may be hidden back of it a 
hostile attitude on the part of somebody, but I cannot tell you yet 
what it is. T would like, if I may, Mr. Chairman, to talk to you per- 
sonally about it after we have had a few days to go into the back- 
ground of it. 

SUMMARY TABLE 


Mr. Roonry. At this point we shall insert in the record the sum- 
mary table which appears at the lower half of page + of the justifiea- 
tions. 

(The table referred to follows :) 


Summary table 


| Fiseal vear | Fiscal vear Fiscal year | Increase (+ 
1955 1956 1957 or 
| decrease (— 
| | 

Allocation to Department of State | ¢9. 950,000 $2, 050, 000 $2, 700, O00 | $650, 000 
Allocation to Department of Commerce 2, 502, 456 2, 760, 000 1 5, OR7, 400 3, 227, 400 
Alloeation to U. 8. Information Agency 157, 544 190, 000 312, 600 122, 600 
Total estimate 5, 000, 000 5, 000, 000 9, 000. 000 4 N00. 000 


11957 Commerce estimate includes $67,000 for activities of the Department of Labor. 
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Program CoorDINATION DEVELOPMENT AND PROMOTION 


Mr. Clevenger, do you have any questions for Mr. Murphy ? 
Mr. Cievencer. [ have no questions. 

Mr. Rooney. Thank you very much, Mr. Secretary. 

Mr. Mureny. Thank you, Mr. Chairman. 


GENERAL STATEMENT OF DIRECTOR OF UNITED STATES INFORMATION AGENCY 


Mr. Rooney. Who is the next of the alleged principal witnesses to be 
heard from? 

Mr. Murruy. Mr. Streibert, I believe. 

Mr. Rooney. Mr. Streibert, we shall be pleased to hear from you at 
this point. 

Mr. Srreierr. I have a statement, Mr. Chairman, which I wish to 
submit for the record if it meets with your approval. 

Mr. Rooney. Do you care to comment on your statement, or do you 
wish to leave it as an insertion for the record at this point ¢ 

Mr. Srremert. | think in the interest of time, Mr. Chairman, insert- 
ing it in the record will serve the purpose. 

(‘The statement referred to follows :) 


STATEMENT OF THEODORE C. STREIBERT, DirREcTOR UNITED STATES INFORMATION 
AGENCY, BEFORE THE SUBCOMMITTEE ON DEPARTMENTS OF STATE, JUSTICE, THE 
JUDICIARY, AND RELATED AGENCIES HOUSE COMMITTEE ON APPROPRIATIONS 


Mr. Chairman, your subcommittee has before it for consideration a request for 
$9 million to be appropriated for the President's special international program for 
fiscal year 1957. The appropriation is requested to carry out the provisions of 
legislation, S. 3116, the proposed International Cultural Exchange and Trade Fair 
Participation Act of 1956, which has passed the Senate and is presently pending 
before the House Committee on Foreign Affairs. This legislation places on a 
permanent basis the activities heretofore carried out under the President’s 
emergency fund for international affairs, for which the Congress has appropri- 
ated the sums of $5 million for each of fiscal vears 1955 and 1956. 

As I have stated to this subcommittee in past years, this program was conceived 
by President Eisenhower in 1954 primarily as a means of counteracting the 
intensified cultural and trade fair activities of the Communist bloc. The program 
is also necessary to combat vigorous Communist propaganda, which seeks to show 
that the United States is materialistic and possesses no real culture. 

The program is primarily intended to influence public attitudes abroad toward 
a truer conception of American society and its achievements. Its main purpose 
is informational in character. For this reason, the President has designated me 
as Coordinator of the program. Operational responsibilities, however, are vested 
in the Departments of State and Commerce, and the whole program is supervised 
by the Operations Coordinating Board. 

The tempo of the Communist cultural and trade fair offensive has been increas- 
ing rapidly during the past 2 years. Indeed, we are convinced that these tactics 
have become permanent weapons of Communist strategy. From 1951 to 1954, 
Communist bloc countries participated in 126 trade fairs; the United States 
officially in none. The Soviet Union alone participated in 18 trade fairs during 
1954 and in 37 fairs during 1955. During the period July 1 to December 30, 1956, 
the Communists have announced plans for 109 exhibits in 42 fairs. In contrast, 
the United States participated in only 2 trade fairs during 1954 and in 25 
during 1955. 

In 1954, 88 Soviet cultural and sports delegations made tours in the free world 
and during 1955, 120 delegations were sent out by the U. 8S. 8S. R. to make friends 
for communism. The satellite countries were even more active than the U.S. 8. R. 
In fact, cultural and sports delegations from the Communist bloc to the free 
world during 1955 reached the impressive total of 492 separate delegations. 

I do not believe that there has ever been a greater need for positive counter- 
measures to this Soviet challenge than at the present time. The recent trend 
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toward relaxation of international tensions, which Bulganin and Khrushchev are 
exploiting so aggressively, brings this weapon of the cold war to even greater 
importance, 

The program for which these funds are requested will in general continue the 
1956 level of activity in the cultural area and will somewhat increase United 
States activity in international trade fairs. For special reasons which Secretary 
McClellan will discuss in detail the funds requested for trade fairs are approxi- 
imately doubled. Part of the increase is to meet a new type of fair developed by 
the Soviets, that of individual traveling exhibits. 

By far, the greatest majority of international trade fairs now take place in 
Europe, whereas fairs in the Near and Far East are scheduled only occasionally 
and in Latin America and Africa not at all. But it is in these latter areas that 
the threat is greatest. The Soviet Union and its satellites have made a major 
effort to appear in these areas through what might be termed “solo” fairs, 
wherein the industrial achievements of a single lron Curtain country are dis- 
played without competition from the United States or other free nations. These 
traveling fairs have been effective. It is proposed to cover in this budget 
request, therefore, the construction and exhibition of one mobile trade fair to 
be shown in several specially selected areas where no international fair is 
presently scheduled and where a maximum counter-effect to Similar Communist 
displays can be achieved. 

During the past 2 years, the Communist bloc has participated in many inter- 
national fairs in the free world. On the other hand, the free nations have 
participated in only two trade fairs behind the Iron Curtain, at Leipzig and 
Poznam, and then only on a limited scale. We have received definite invitations 
to participate in several fairs behind the [ron Curtain. We are firmly con- 
vinced that it would be advantageous to us to encourage participation in certain 
of these fairs in order to present American industrial and agricultural achieve- 
ments now almost completely unknown in the vast area controlled by the 
U. 3. &: B. 

Before closing, I wish to speak briefly of the function of the United States 
Information Agency in the program. The chief purpose of the program is to 
create favorable impressions about our country and its attainments on public 
opinion abroad. Consequently, it is of the utmost importance to publicize 
these activities to the greatest extent possible. This publicity function is essen- 
tial to the program and is the responsibility of the Information Agency. We 
have given, and will give, maximum publicity to United States exhibits at 
trade fairs and to American cultural presentations, the press, radio, television, 
printed leaflets and pamphlets, and personal contacts. Every effort is made to 
have local opinion leaders, Government officials, and local representatives of 
the arts or business, as the case may be, meet with visiting Americans. At small 
cost, the effectiveness of this program can thus be greatly increase both by 
enlarging the size of the audience and by strengthening and emphasizing the 
impressions created. 

Attached is a statement showing the status of funds appropriated for the 
program to date, by action agency, as of May 31, 1956. All of these funds are 
required to complete the 1956 program. The unobligated balances reflected in 
this statement are planned for as follows: 

1. Department of State-—Approximately $200,000 of the unobligated balance 
of $347,041 represents allotments to previously approved projects on which all 
details of the related contracts and arrangements have not been completed and 
which cannot be entered as obligations until the contracts are signed: $115,000 
is required to finance new projects being approved during the month of June. 
The balance represents unobligated balances of allotments to completed projects 
which are estimated to be required to close out final operating costs. 

2. Department of Commerce—Of the $761,548 unobligated balance shown in 
the statement, $861,548 are required for overseas obligations already incurred 
during May, but not yet reported, and for final costs in closing out completed 
fairs, principally Milan and Paris, which have just recently closed. The balance 
of $420,000 is required for obligations in process and additional requirements in 
connection with development and other costs for summer and fa!] fairs. 

3. United States Information Agency.—Of the $127,770 unobligated balance, 
approximately $115,000 represents funds allocated for the promotion of specific 
approved cultural presentations which have not completed, or have not yet 
started, their itineraries. These funds cannot be obligated except as itineraries 
progress and costs are incurred for promoting and publicizing appearances abroad. 
The balance of approximately $12,000 is required for final costs of completed 
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fair and cultural projects and to cover promotional costs for new cultural 
projects being approved by the OCB Cultural Presentations Comiittee during 
the month of June. 


U. S. INrorMaTiIon AGENCY 


Status of emergency fund for international affairs, executive ax of May 31, 1956 
Summary 


Unobli- 
Total fund by action agency Total Approved | Amounts gated Expendi- 
allocations projects | obligated! | balance of tures 

} allocation 
Department of State (cultural . $4, 300,000 | $4, 184, 607 | $3, 952, 959 $347, 041 $3, 292, 176 
Department of Commerce (fairs) 5, 352, 456 5, 352, 456 4, 590, 9OS 2 761, 548 2 4, 108, 621 

U. 8. Information Agency (coordination | 

and promotion . 347, 544 347, 378 219, 774 127, 770 3197, 569 
Grand total fund = : ...| 10,000, 000 9, ), 884, 441 8, 763, 641 1, 236, 359 7, SYS, 360 


! Includes recorded obligations only—excludes commitments and obligating documents in transit 
2 Department of Commerce obligations and expenditures are understated since overseas reports are not 
yet available for month of May. Include domestic as of May 31, 1956 and foreign as of Apr. 30, 1956 


S. Information Agency obligations and expenditures are understated since May 


reports are not 
col mplete. 


NoTE.——See revised table on p. 745. 


ENTERTAINMENT EXPENSES 


Mr. Roonry. Has any of the money in the current fiscal year allo 
cated to the United States Information Agency been used for enter 
tainment in connection with this program ‘ 

Mr. Srrerperr. Yes. 

Mr. Roonry. How much, and for what 4 ; 

Mr. SrrerBert. It has been used in connection with the cultural 
events, and the activities of trade teams and the holding of trade 
fairs. 

Mr. Roongy. How much 4 

Mr. Srreipert. [ will have to find that detail because I do not have 
the staff present to go into the detail of the Information Agency’s 
presentation at this time. 

I assumed we would follow the State Department and the Commerce 
Department. 

Mr. Roonry. Very well. 

It might be well if the other agencies stayed when Commerce goes 
into their presentation. [ intend to ask the same question of the other 
two agencies. 

How much of the allocation in the current fiscal year to the Depart- 
ment of State has been used for such purpose ¢ 

Mr. Crovcn. None, Mr. Chairman. 

Mr. Roonry. How about the Department of Commerce ? 

Mr. McCietian. None, I believe, sir. 

Mr. Roonry. I beg your pardon ¢ 

Mr. McCLeLtian. None. 

Mr. Rooney. The answer is “none” ¢ 

Mr. McCreitan. Yes, sir. 

Mr. Roonry. If you have concluded your presentation, Mr. Strei- 
bert, we shell now hear the next witness. 

Mr. Srremerr. [ have not concluded, Mr. Chairman. I have con- 


cluded my general statement, but the presentation of the agency would 
follow the other agencies. 
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Mr. Croven. Mr. Chairman, in connection with Mr. Lightner’s 
presentation, the Deputy Assistant Secretary of State for Public Af- 
fairs, I believe Mr. MeClellan is staying during the entire time of his 
presentation. 

Mr. McCLettan. Yes; I will stay. 

Mr. Crovcu. Would you prefer to make yours at this time, or rather 
have the general statement / 

Mr. Rooney. I think we had better have the general statement. 


INTERNATIONAL TRADE Fair ProGcram 


GENERAL STATEMENT OF ASSISTANT SECRETARY OF COMMERCE FOR 
INTERNATIONAL AFFAIRS 


Mr. MeCurtnan. Mr. Chairman, my name is H.C. MeClellan, and 
I am the Assistant Secretary of Commerce for International Affairs. 
The trade fairs program falls under my direction in the Department 
of Commerce and we have assigned the responsibility in that office 
for the operation of the trade fairs to what is generally termed our 
trade fair program. You are aware, of course, that this program was 
initiated in the fall of 1954, after Congress had approved the Presi- 
dent's proposal to participate in the trade fairs which had already 
heen operating around the world, 

I have a prepared statement which I would like to insert for the 
record, but I would like to make a few extemporaneous remarks about 
the program, Mr. Chairman, as a summary rather than take your time 
to read the full statement, if that is agreeable. 

Mr. Roonry. Very well. 

(The statement referred to follows :) 


STATEMENT BY Hon. H. C. MCCLELLAN, ASSISTANT SECRETARY OF COMMERCE FOR 
INTERNATIONAL AFFAIRS 


Mr. Chairman and gentlemen of the committee. I appreciate the oppor- 
tunity to appear before you in behalf of the international trade fair program 
Which is an important part of my responsibility as Assistant Secretary of 
Commerce for International Affairs. 

I should like to make a general statement concerning this program and what 
we propose to de with the funds we are requesting for fiscal year 1957. Mr. 
Harrison T. McClung, Director of the Office of International Trade Fairs, is 
present and will be prepared to discuss the program and the budget estimates in 
gvreater detail. 

The international trade fairs program was inaugurated in the fall of 1954 after 
the Congress approved the President’s proposal to utilize the international trade 
fair medium to tell other countries about America and the American way of 
life and to promote effective international trade cooperation. The President 
stressed the fact that most of the trading nations had stepped up the promo- 
tional aspects of their industrial displays in the international trade fairs by 
providing central exhibits to emphasize their industrial progress and achieve- 
ments. Official United States participation had been notably absent from these 
fairs. The Soviet bloc, however, had been, and still is, particularly active and 
lavish, in use of the international trade fair to promote good will for Com- 
iiunist interests and beliefs. The inference has been that the United States is 
too preoccupied producing war materials to attend these fairs. 

The international trade fair program has been underway about 19 months. 
During that time, we have taken part in some 33 fairs all around the world. 
The prestige and good will of the United States have been greatly enhanced fy 
our participation in these fairs. This is reflected in testimonials appearing in 
the domestic and foreign press, in reports from American and foreign business- 
men, in reports from United States Embassies located in host countries, in 
reports from the United States Information Service, and in expressions from 











682 


foreign political leaders. Greater interest in United States equipment and 
techniques have resulted, and through personal consultation, we have been able 
to promote better understanding of and greater interest in American trade 
practices and trade possibilities. 

I think that our trade fair participation thus far has served to explode the 
Russian myth that we are interested only in producing implements of war. 
This has been amply demonstrated by the widespread and friendly enthusiasm 
with which we have been received abroad. In some cases, as in Indonesia, it 
was necessary to close the doors from time to time so that the visitors could view 
the exhibits. At Salonika, the United States exhibit was rated the best by both 
the royalty and citizenry of Greece. Attendance figures show a greater number of 
visitors at United States exhibits than those of the Russians or her satellites at 
many of the past fairs. This was in spite of the grandiose and extremely ex- 
pensive exhibits of the Iron Curtain countries. We do not propose to compete 
on that basis, as we have found that we can be effective with an exhibit which 
is interesting and eyecatching and displayed in a warm, friendly atmosphere. 
This type of exhibit results in the people accepting our participation as a sincere 
expression of friendship. 

A particularly important feature of United States participation is a trade 
information center, staffed by specialists from private industry and Government 
who are available for consultation primarily with business visitors at the fair. 
Before the opening of the trade fair, a so-called trade mission, selected by us 
from among qualified Government personnel, trade associations, and private 
firms, visits the country in which the fair is held. Their itinerary calls for 
meetings in all important industrial and trade areas, where they are available 
for consultation on trade and related problems. During the meetings, and later, 
at the United States exhibit itself, they are available to advise on the ways in 
which our Government can assist in the development of international two-way 
trade cooperation. 

In the trade fair program, we attempt to obtain as much private cooperation 
and participation as possible. Individual companies are asked to provide prod- 
ucts for display in the United States Government exhibit. Already, many 
American firms have made available on a loan basis hundreds of thousands of 
dollars worth of products needed for the Government exhibits. Also, advertis- 
ing executives and display designers have been used, in many instances without 
compensation, as exhibit advisers. The participation of scientific organizations 
through specialized exhibit material is solicited. American companies are en- 
couraged to rent space and exhibit abroad as many products as possible at their 
own expense. Independent exhibits by American companies have substantially 
increased since the beginning of United States official participation in inter- 
national trade fairs. 

Based upon our experience so far, it has been clearly demonstrated that con- 
structive and timely participation requires substantially more lead-time than 
we have had in the past for fairs which occur during the late summer and early 
all. Thus, we feel it is necessary to have sufficient funds available within fiscal 
year 1957 to cover not only the cost of fair participation initiated and completed 
within the fiscal year, but also a major portion of the cost of fairs we will take 
part in during the first four months of the following fiscal year. 

The mounting of a good exhibit at reasonable cost should have at least 6 months 
of careful planning—some of the other countries allow themselves as much as 
18 months. Sizable obligations must be incurred 4 to 6 months before the fair 
opens. The business community must have adequate time to plan their exhibits 
and to supply materials for the United States pavilion. Space for the United 
States exhibit must be reserved 6 to 8 months in advance of the fair opening, 
designers must be hired about the same time, freight bills are incurred, and 
contracts must be negotiated. 

In order to insure timely and effective United States participation in this 
program we are, therefore, requesting in this estimate necessary funds to cover 
all costs, except personal services and some travel expenses, in connection with 
11 fairs which are scheduled during the first 4 months of fiscal 1958. Estimates 
for subsequent fiscal years would cover proposed participation in fairs occurring 
in the 12-month period between November 1 and the following October 30. Thus, 
the additional lead-time we are now requesting would automatically carry over 
from year to year in the future. 

We expect to initiate and complete a total of 21 fairs during the fiscal year 
1957. Of these fairs, 13 will be held in Europe, 3 in the Far East, 4 in the Near 
East and Africa, and 1 in South America. In addition, we are planning to 
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participate in a limited number of fairs located within the European Soviet 
bloc. The selection of specific fairs, however, must depend upon further develop- 
ments. 

We are also requesting that funds be appropriated for the construction and 
operation of a mobile fair unit in fiscal 1957. Various western European coun- 
tries have been successful with a distinctive type of exhibit displayed at selected 
locations independently of trade fairs. The Soviet bloc countries have used it in 
connection with their economic offensive. Their technique has been an industrial 
exhibit with carefully built-in propaganda which they dispatch to a selected 
location after an effective publicity buildup. They have used this technique with 
notable success in Cairo, Egypt, with a Czech exhibit, and on a greater scale in 
Buenos Aires where U. 8. 8. R. staged a large “solo” fair exhibit. 

It is planned to assemble in this type of mobile exhibit material designed 
to accomplish the basic purposes of the international trade fair program. The 
exhibit would be constructed and sent to about three carefully selected locations 
within fiscal year 1957. 

Mr. Chairman, I have covered in a general way the main aspects of the pro- 
gram for which we are requesting funds in the 1957 estimate. I want to say 
that while we are greatly encouraged by progress made to date we realize that 
we have a long way to go in accomplishing adequate coverage in the many coun- 
tries which stage international trade fairs and where presence of the United 
States is essential to counteract increased efforts of the Soviet bloc. We have 
the confident feeling, however, of being firmly underway in the program and 
intend to make the most of all available resources to assure further progress. 
In addition to making critical analysis of all our technical activities, we have 
strengthened substantially the organization of the Office of International Trade 
Fairs to assure the most effective administration possible. 

Mr. Roy F. Williams served as Director of the Office of International Trade 
Fairs during the developmental stages of this important program. Upon his res- 
ignation effective May 2, 1956, Mr. Harrison T. McClung assumed the responsi- 
bility as Director of this Office. Mr. McClung’s experience and training qualify 
him, in my judgment, to do an outstanding job in this assignment. He has a 
statement to make concerning this program and the budget request. 

Unless there are questions, Mr. Chairman, this concludes my prepared 
statement. 


Mr. Roonry. You may proceed with your extemporaneous remarks, 
Mr. McClellan. 
TRADE FAIR PARTICIPATION 


Mr. McCrietian. Mr. Chairman, since the first fair was participated 
in by the Government in the fall of 1954 at Bangkok, Thailand, we have 
participated in a total of 33 of these fairs. We have 21 planned for 
the fiscal year 1957. 

The real purpose back of these fairs, I think, is presently clear, and 
is reflected rather clearly in what the President had to say when he 
mentioned that the trading countries around the world had stepped up 
the promotional aspects of trade fairs participation by installing cen- 
tral exhibits that reflected the ideas and attitudes and achievements of 
the different countries and that the United States was notably absent 
from these fairs, not having entered into the program on that basis, and 
the impression had been given by some of the Communist countries, 
notably Russia, to the effect that we are not concerned with the things 
that were considered as consumer goods and the things that were con- 
sidered matters of everyday use for people, but rather in implements 
of war and achievements in the manufacturing of implements of war, 
rather than for a peaceful purpose. 

It was thought by the President and I believe joined in by the Con- 
gress that something should be done to offset the propaganda which 
had been carried on to our detriment and to achieve a better under- 
standing between the peoples of the countries around the world about 
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America and what our attitudes are. As a result of that the Com- 
merce Department finally was assigned the job of operating these trade 
fairs. IT have mentioned already that we have 33 such fairs. 

Mr. Chairman, I would like to report right at once that we have not 
been 100 percent successful in every fair in which we have participated. 
We have had some failures in the sense that we have done a less-good 
job than T think could have been done, or could be done tomorrow. 
But I should say in the same breath that in the main this program has 
been tremendously successful. Upward of 10 million people have 
seen for the first time examples of America, its consumer goods, its 
attitudes and its progress and have had some new understanding of 
the means which have been responsible for achieving that. 

Further, I want to mention that industry participation in this pro- 
gram has been significant. I think it is fair to say, although T have 
not checked this, that between 35 to 40 percent of the cost of these 
trade fair exhibits has been carried by private industry on invitation 
of the Department of Commerce. Without their help it would have 
cost perhaps 40 percent more to do the job that has heen done thus far. 

I might mention also that we have planned in this budget a little 
better lead time in order to permit better management. It is hard to 
plan a fair and mount it in a matter of 60 or 90 days. However, we 
have been doing that on numerous occasions. A minimum of 6 months 
is required to do it right. In this particular presentation we have 
included 4 months extra, or a 16 months’ budget which will be ex- 
plained by the Director of the Trade Fair Office. The reason for 
that is that we must put on 11 fairs, in the first 4 months of fiscal 
year 1958. We must have the funds available to do the major part 
of that. About 90 percent of it has to be obligated before the new 
budget is approved. Hereafter we will schedule on a 12-month basis, 
which is not completely in line with the fiscal year. This time we 
are going in for 16 months, and I wanted that part explained. 


UNEXPENDED BALANCES 


Mr. Rooney. It might be well if I inquired at this time as to how 
much of the $10 million appropriated during the past 2 years remains 
unexpended. 

Mr. McCretian. Insofar as the trade-fair operations is concerned, 
we do not have one dollar that I know about that we will not need 
to spend or have obligated by the end of this fiscal year in the program 
which we have been empowered to carry out. 

Mr. Rooney. What is the figure right now, or as of the latest date 
that you have? 

Mr. McCietxian. I would have to ask our budget officer to give you 
that figure. 

Mr. Posner. The total expenditures, sir, as of May 31 were 
$7,598,366. So, the unexpended balance is $2,412,000 approximately. 

Mr. Rooney. How much will be unexpended as of June 30? 

Mr. Posner. I do not have readily available the expected June 30 
figures. 

Mr. McCietian. Are you talking about the trade fairs or the whole 
thing? 

Mr. Roonry. I am talking about the whole picture. 

Mr. Posner. There is an additional $1.236,000 which has been obli- 
gated, but not expended. 
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Mr. Rooney. Let us stay with unexpended balances right now. 

Mr. Posner. All right, sir. 

Mr. Rooney. What would be the unexpended balance as of June 
30% 

Mr. Posner. I do not have that, sir. 

Mr. Rooney. Does anyone here have that information ? 

Mr. Srremerr. No, sir; that has not been computed because it is 
anticipated that the entire unexpended balance will be obligated and 
the expenditures occur substantially after June 30 in many instances. 

Mr. Rooney. Well, that is very well and good but perhaps we will 
not—I do not- know what the committee will do. The committee 
might decide not to permit the unexpended balances to be carried into 
the next fiscal year. It is very pertinent at this time to know how 
much will be unexpended as of 2 weeks from tomorrow. 

Mr. Srrererr. It should be related to unobligated balances; should 
it not 4 

Mr. Rooney. I am speaking of unexpended balances right now. I 
will get to unobligated balances in a few minutes. 

Mr. Srrererr. It has not been forecast. 

Mr. Rooney. Will you please estimate it and let us know when we 
resume again on this matter ¢ 

Mr. Posner. Yes, sir. I was attempting to make the best estimate 
{ can from the distribution of the obligated funds. From that calcu- 
lation I would estimate that there would be an additional $700,000 
expended when we have the complete reports in for the month of May 
and when the expenditures for the month of June have been received. 

That means that I would estimate in total there would be an un- 
expended balance of approximately $1.7 million on June 30, 1956. 


UNOBLIGATED BALANCES 


Mr. Rooney. What would be the unobligated balance, and what 
would be your estimate as to that as of June 304 

Mr. Posner. All of the funds were to be either fully obligated or 
committed in the sense that there will have been fairs arranged for 
if not actually contracted for on July 1: The obligated figure as 
such would be all of the Department of State, all of the United States 
Information Agency, and all I would estimate but approximately 
$300,000 in the Department of Commerce which would be reserved 
for fall fairs on which contracts, perhaps, would not be finally let on 
July 1. 

Mr. Rooney. All right, Mr. Secretary; you may proceed. 

Mr. McCretxian. In addition to the points I have made I want to 
mention two other items: 


MOBILE EXHIBIT IN LATIN AMERICA 


We plan within this 1957 program to buy a mobile exhibit, and 
that is set up in the budget as well as explained when we get to the 
details. I think it would be used in substantial part in Latin America. 
This would be a little bit different from the regular trade fairs in that 
it could be operated separately from a trade fair entirely. 

Mr. Rooney. You do not have any seagoing equipment in here; 
lo you? 
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Mr. McCetian. No, sir; this would represent a gross expenditure 
of $400,000 and would contemplate I imagine at least 3 exhibits in 3 
different countries. 
I might mention also that this type of thing has been done by others. 
I have seen, for example, the Russian exhibit in Buenos Aires. I] 
saw that unit, and it was quite an impressive affair, and it attracted a 
great crowd. I believe a good job could be done with a mobile exhibit, 
and we wanted to try that out in 1957. 


EXHIBITS BEILIND IRON CURTAIN 


I also want to call to your attention the fact that in this proposal 
there is contemplated some exhibits, perhaps, behind the Iron Curtain. 
There will be some discussion about that, I believe, and if you would 
like we could talk about that at this time, but I just wanted to draw 
your attention to the fact that that has been conemplated, but not 
finalized. It is not known at this time where such exhibits would 
take place, and we set up an estimated amount and figured we might 
be able to put on a number of such exhibits under the appropriate 
conditions. 

MANAGEMENT OF TRADE-FAIR PROGRAM 


I think, Mr. Chairman, that is all excepting one thing: I would 
like you to know that when Roy Williams, who man: aged the Trade 
Fair Office from the inception of the program until last May 2, re- 
turned to Boston to resume his job in private industry, we employed 
Mr. Harrison MeClung as Director of this Trade Fair Office, who is 
with us today. I think his competence as a result of long experience 
in fairs of the order that relate to this is unquestioned and under 
his leadership we have established a pattern of management that takes 
into account the experience that we have had together with the faults 
that have shown up thus far. 

The management operation that is set up in the Trade Fair Office 
is a source of great encouragement to me. I think we are approaching 
the new year in the proper manner. We are working toward a good 
lead time in setting up proper management facilities, and taking the 
kind of approach that has been suggested by the top people in the 
advertising world. I am speaking of such people as Henry Dreyfuss 
and the Advertising Council. 

Mr. Chairman, we have approached this with a great confidence as to 
our competence in dealing with our management problems for the 
new year, 

I think with that, Mr. Chairman, I will just refer to this prepared 
statement which is in the file. 


VRAVEL EXPENSES OF OFFICIALS CONNECTED WITIL LARGE CORPORATIONS 


Mr. Roonry. A year ago it developed that you were expending 
Government funds for the travel of officials of some of the Nation’s 
largest corporations in connection with this program, 

Have you expended any money in the current fiscal year for this 
purpose ? 

Mr. McCretian. Well, Mr. Chairman, we have enlisted during 
the past year quite a number of representatives from industry, some 
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of them representing large corporations, and most of them not. These 
men have gone at our expense, but not on our payroll as Government 
employees. They have been selected under our careful screening 
process and in no case have they been permitted to represent either 
their own industry or their individual company. 

Mr. Roonry. Have their companies had exhibits at the trade fairs 
to which you paid their travel / 

Mr. McCietian. Lam not sure that there has been any overlapping, 
but I would like to find out. Has that ever occurred to your know!l- 
edge, Harrison / 

Mr. McCiune. Not to the best of my knowledge. 

Mr. Roonry. We know it has occurred. We had testimony in that 
regard a year ago. The question is: Has it occurred this year? 

Mr. McCietian. I do not know. 

Mr. McCiune. We have technicians, of course, who are sent over 
to operate a particular machine or exhibit, and we pay their travel, 
room and board, 

Mr. McCietian. I think we missed the point of this question. It 
is known, of course, that at these trade fairs we encourage to the best 
of our ability private industry to put on its own American exhibits 
for American merchandise as a part of their program, private and 
separate. That is the arrangement through which business is done, 
and not in the Government exhibits. 

The question is, as I understand it, this: Has there been any case 
where one of the team members who went over as a representative of 
the Department of Commerce in the marketing mission, so called, had 
separate from the Government exhibits private exhibits by those 
companies ¢ 

Mr. McCtune. We could get that answer. 

Mr. McCietian. I would hke to put it this way, Mr. Chairman : 
Excepting on this basis 

Mr. Rooney. Let us have no doubt about it. Will you please pre- 
pare a statement of the names of the various people in this program 
who are connected with private industry who have been sent abroad 
at Government expense to trade fairs, and state whether or not at those 
trade fairs the company that they represented had an exhibit 

Mr. McCrietian. Mr. Chairman, I think it will clarify the matter 
a little if I report that in the great majority, if not in all of the cases, 
the exhibits by private companies are established through their agents 
and not directly participated in by the United States. An agent, for 
example, for a company in the United States who is in Italy would 
be prone to display the products of that company as their agent in 
the country. That is, I believe, the record. 

Mr. McCiuna. That is true, Mr. Chairman, that is almost a set rule 
with people like Westinghouse, for example. They never have an ex- 
hibit of their own. 

Mr. McCuetian. That is, an exhibit sent over from the United 
States. 

Mr. McCune. It is always done through the representative in the 
various countries. 

Mr. Roonry. Nevertheless we would like to have the information 
which I have requested. 

Mr. McCrietian. You will have it. 
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Mr. Roonry. We had it a year ago, and we would like to have it 
again. 

Mr. McCretian. We will supply it for the record. 

(The information may be found on p. 718.) 

Mr. Roonry. We would like to know how much Government money 

yas expended on these people, who these people are, as well as where 
yousent them. I still do not conceive how you could properly justify 
sending overseas men like the manager of merchandising services, 
foreign operations, of the International Harvester Co. at Government 
expense as you did a year ago. 

Mr. McCietian. Well, we will be very happy to furnish a list of 
the men who went, and the companies they represent, and identify for 
you all we can about the operation. 

Mr. Roonry. Very well. We shall recess shortly after 12 o'clock 
today until Monday at 10 o’clock. At that time we expect you to have 
that information. 

Mr. McCuietian. All right, sir. 

Mr. Roonry. Now, I have interrupted you again, Mr. Secretary, and 
I really do not care to do so, sir. 

Mr. McCietian. That is quite all right, Mr. Chairman. I would 
be very happy to answer any questions you direct to me. 

Mr. Rooney. We will try to dig up some questions. 

Mr. McCietian. I have finished my opening statement. 

Mr. Rooney. Do you want Mr. Lightner to proceed at this point 
with his general statement / 

Mr. Croucn. Yes, sir. 

Mr. Rooney. Very well, Mr. Secretary, you may proceed. 


CuLruraL ProGram 


GENERAL STATEMENT OF DEPUTY ASSISTANT SECRETARY OF STATE FOR 
PUBLIC AFFAIRS 


Mr. Ligutner. Mr. Chairman, my name is E. A. Lightner, Jr., and 
Tam Deputy Assistant Secretary of State for Public Affairs. IT havea 
prepared statement which I hope you will put in the record. 

Mr. Roonzy. Do you care to comment orally with regard to this, 
Mr. Secretary / 

Mr. Ligurner. Well, I might mention briefly some of the high 
points. 

Mr. Rooney. We shall insert your prepared statement as part of 
the record at this point. 

(The statement is as follows:) 


STATEMENT OF E. ALLAN LIGHTNER, Jr., DEPUTY ASSISTANT SECRETARY OF STATE FOR 
PUBLIC AFFAIRS ON THE PRESIDENT’S SPECIAL INTERNATIONAL PROGRAM 


Mr. Chairman and members of the committee, as Mr. Murphy has pointed out 
to you, the Department is very pleased with the success of this program thus far 
and the significant favorable impact which we feel has been made on foreign 
public opinion as a result of the appearances by these outstanding American per- 
formers and athletes. I am submitting for the record some excerpts from our 
files from official reports and from the American and foreign press regarding the 
effectiveness of the projects. I would also like to highlight for you three typical 
projects carried out during the past year. 

The New Orleans Philharmonic Symphony returned to New Orleans on May 2 
after a month-long tour of Latin America during which at least 40,000 persons 
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heard it perform in 22 cities. A report from one of our Eimbassies termed the 
performance of the orchestra “the most outstanding cultural event of the year, 
susceptible even of being termed historic.” The Caracas Journal commented: 
“It was all something to make an American proud. * * * (The orchestra’s) visit 
is an important symbol of the great things that are happening in the United 
States.” The Cuban newspaper Diario de la Marina stated: “Hilsberg and his 
admirable symphony orchestra cannot help but conquer all their audiences with 
music * * * and thus will bring about greater and better inter-American under- 
standing. * * * The orchestra is cementing lasting friendships.’ A dispatch 
from the Embassy in Caracas summarized the impact of the orchestra: ‘The local 
appearance and performance of the New Orleans group is a positive refutation of 
the overworked statement that the United States is a materialistic people devoid 
of culture.” 

The Robert Shaw Chorale, performing choral music drawn from all periods 
of composition including prominent contemporary American works, is presently 
touring in Europe and the Near East and is being accorded an excellent recep- 
tion. Foreign press comments emphasize the high artistic quality of the per- 
formances by this group—the Egyptian Mail, for example, stating “One may 
truthfully say, and without fear of contradiction. that the Robert Shaw Chorale 
colnpany did not give us just a brilliant performance. It was unforgettable and 
as great an offering as has ever been given to music lovers anywhere.” <A typical 
official report was one received from the Embassy in Lisbon. “A visit like that 
of the Robert Shaw Chorale or the Philadelphia Symphony Orchestra last 
year * * * has both immediate and continuing impact, all favorable. The total 
effect is, in a word, civilized. Given an array of skeptics and some outright 
foes, all ready to insist upon a feverish view of Americans as barbarians, it is 
priceless to have our place in civilization so simply and undeniably asserted. 
Whatever acquaintance we may already have established with another country 
is perceptibly widened by the good will and deepened by the respect which these 
cultural offerings arouse * * *,” 

The reception accorded American athletes and the value of their visits abroad 
in winning friends, respect, and understanding for the United States is exempli- 
fied by reports received in April of this year from Africa pertaining to the visit 
of an American track and field team sent there to compete with local athletes, 
put on demonstrations, conduct clinics, visit schools, etc. 

From Lagos, Nigeria, the consul general reported that he could “recall no other 
event which resulted in such spontaneous outburst of good-will as the visit of 
these young people to Lagos.” 

From Accra, Gold Coast, the consul general reported “In less than 24 hours 
they had made more friends than any ordinary man can have in a lifetime. 
Never before has there been such a mad rush for autographs and addresses than 
there was at the Accra Sports Stadium when the Americans defied the burning 
heat to train before a packed crowd.” 

From Liberia, the Embassy cited a very large amount of publicity about the 
croup and reported that “this was perhaps the most popular visit of Americans 
to Liberia. Not even during the President’s inauguration did as many pictures 
appear in the press in a single week as appeared on the American athletes. The 
genuine friendliness, sincerity, and willingness to help displayed by the Ameri- 
cans won the hearts of all with whom they came in contact.” 

The primary operating principle to which the Department has adhered from 
the start of this program has been that of relying to the maximum extent possible 
on private initiative and private financing. The Department has not attempted 
to organize and completely finance special projects for overseas tours. It has 
encouraged and financially assisted overseas tours by performing artists who 
have already proven their artistic competence and their acceptability by Ameri- 
“an audiences through regular commercial performances in this country. Be- 
cause of the financial risks involved, such as the high cost of travel and the 
limited income to be derived from foreign performances, it has heen extremely 
difficult for American artists to undertake such tours. We have attempted to 
use the President's fund to underwrite potential! losses of such tours, thereby 
greatly increasing the opportunities for Americans to demonstrate our cultural 
achievements abroad. Artists willing and able to undertake tours are required 
to submit plans and budgets to the American National Theatre and Academy, 
which works under contract as the Department’s agent. These budgets, which 
include estimates of operating costs, private funds available to help finance 
the tour, and estimated box-office receipts abroad, are reviewed by ANTA, the 
Department and by the OCB Cultural Presentations Committee. If approval is 
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granted, the project involved is allotted a sum of money to cover estimated losses 
and funds are transferred to ANTA. All of the arrangements for the tour are 
under the supervision of ANTA and the Department and all expenses are con- 
stantly reviewed in order to effect every possible saving and the return of any 
unused funds to the Department. 

I would like to emphasize the fact that ANTA operates as an agent for the 
Department. Its role is to recommend projects to the Department, to disburse 
program funds and to supervise the necessary arrangements for the performances 
of the cultural attractions abroad. ANTA does not approve projects and it 
receives money for each project only after the project is approved by the OCB 
Committee. It receives no fee for each attraction it manages, but is paid a 
specific amount for a year’s operations, based on a budget submitted to the 
Department at the beginning of the fiscal year to cover salaries and expenses of 
a staff working full time on this program. The current contract authorizes 
$93,200 for a 12-month period. 

Sports projects are not handled by ANTA. Separate contracts for these are 
negotiated with the American Amateur Athletic Union and other organizations. 
Since most of the participants in them are amateurs and hence cannot perform 
on a commercial basis, the Department authorizes the expenses of travel and per 
diem. 

In view of the Committee’s comments last year regarding the administration 
of this program the Department requested the Government Accounting Office 
(GAQ) on Angust 80, 1955, to make a study of the fiscal and administrative 
procedures of the cultural presentations program. Representatives of the De- 
partment and ANTA discussed the program and financial problems with repre- 
sentatives of GAO and assisted them in completing their examination. 

The Department received the report on examination from the GAO on May 
3, 1956. By the time the report was received most of the GAO recommendations 
had already been placed in operation since they were made known to us during 
the course of the examination. For example, when it came time to negotiate the 
new agreement with ANTA for the 1956 program, it was discussed with the 
GAO representatives in draft and their suggestions were incorporated in the 
final agreement, which now includes a separate section for accounting and 
handling of funds, examination of records, and financial reporting. 

The Department replied to the GAO report on examination on May 31, 1956 
informing them of the action taken on their recommendations. It is believed 
that the new procedures which have been placed in operation will provide 
proper safeguards on the control and accountability of funds. 

I have tried very briefly to give you an indication of what we consider to be 
the real snecess of this activity and the contribution it is making to the overall 
program to build friendship and respect for the United States. 

We feel that the results of this program thus far more than justify its con- 
tinuation. 


Mr. Roonry. You may proceed. 
EFFECTIVENESS OF PROGRAM 


Mr. Ligurner. Picking up where Mr. Murphy left off, IT might 
reiterate that our reason for coming back for more funds is the strong 
feeling in the Department that this program which has been going on 
for 2 years is indeed proving highly successful and we think it should 
be carried on. 

It is doing an important job, we feel, for the United States, par- 
ticularly in the more sensitive and out-of-the-way areas of the world 
that are a prey to intensified Communist propaganda and where so 
many of the people tend to have many misconceptions about our 
country. 

I have also here some excerpts from official reports received from 
our embassies and consulates abroad, as well as articles from the for- 
eign and American press, testifying in rather glowing terms to the 
effectiveness of these projects and I request, perhaps, these also might 
be inserted into the record, Mr. Chairman. 
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Rather than going over any of those statements, I thought I might 
mention from my personal experience as Consul General in Munich 
during the past 3 years, my own impression of some of these projects 
that came in Bavaria. 

During that 3-year period we had in Munich the New York City 
Ballet, P orgy and Bess, and the Ballet Theater as well as the AAU 
weight- lifters. I can testify very strongly that all of these presenta- 
tions had an extraordinary impact in that part of Germany, and I 
think the people there got a new appreciation of the United States. 

It is probably unnecessary, sir, to review how this program operates, 
but IT might mention a few of the basic principles. 

The accent is on quality rather than quantity. We only send over- 
seas the best talent that we can find. 

We do not pay the full costs, but merely underwrite the losses. The 
areas where such projects do the most good often are places where 
private American artists and performers could never visit on a straight 
commercial basis. 

As you know, we work through the American National Theatre 
and Academy which is under contract as the State Department agent 
for these cultural attractions. The ANA, as it is called, recommends 
the projects, disburses the program funds, and handles the arrange- 
ments for the foreign tours. The approval of projects that are rec- 
ommended by ANTA is the responsibility of the OCB Cultural Pre- 
sentations Committee on which are represented various agencies of 
the Government. Under the current contract ANTA will be paid 
393.200 for the year ending December 31, 1956, for salaries and ex- 
penses of the st aff that work on these projects. 

The sports program is handled differently and not through ANTA, 
but by separate contracts with the AAU—the Amateur Athletic 
Union—and other such organizations. 


GENERAL ACCOUNTING OFFICE STUDY 


As a result of this committee’s comments last year regarding the 
administration of this program, we had the General Accounting Of- 
fice study the problem, beginning last August, and in early May 
this year we received their report. They h: 1d been consulting closely 
with us during the course of this investigation, and so most of the 
recommendations that they made were already put into effect by the 
time the report was received. We are confident that these new pro- 
cedures will provide proper safeguards on the control and account- 
ability of funds. 

In closing, let me say that the Department feels that the record 
demonstrates the success of this program in giving to many people 
in remote parts of the world a new picture and appreciation of our 
country. 

The stepped-up competition with the Soviet orbit on the ideological 
front, the competitive effort to win friends and influence people, would 
seem to point more strongly than ever to the need for continuing a 
program such as this. 

That is all T have, sir. 











692 
QUESTIONABLE FISCAL OPERATIONS 


Mr. Rooney. Of course, this program has been in existence almost 
2 vears now, has it not ? 

Mr. Ligurnrr. Yes, sir. 

Mr. Roonry. Last year during the course of the hearings the com- 
mittee questioned the looseness with which it was being operated 
and subsequently the General Accounting Office made an investigation 
and filed «a report thereon under date of May 3, 1956; is that right? 

Mr. LigutNer. Yes, sir. 

Mr. Rooney. They (the General Accounting Office) reported that 
there was no provision in the present system to control the advances 
made to the American National Theater and Academy for approved 
purposes. They stated that no accounts are maintained for disclosing 
the unexpended advances, or the amounts which would be due from 
contractors if the projects were discontinued. They stated “in our 
opinion these advances should be under control until accounted for 
by the contractor.” 

Am I reading correctly from that report ? 

Mr. Hawkins. Yes, sir. Mr. Rooney. On May 51 we answered GAO 
on their report. 

Mr. Roonry. Yes; I understand you did. I am merely trying to 
get this report in the record at this time. 

Mr. Hawkins. Yes, sir. 

Mr. Rooney. The General Accounting Office also reported as fol- 
lows: 

We noted a considerable lag in posting to the allotment records. For exam- 
ple, a contractor returned $524.67 to IES which was reflected in a report to IES 
dated October 31, 1955, from the contractor. 

This item did not appear in the allotment records either in October or No- 
vember 1955, even though the necessary advice for recording purposes Was on 
hand and was examined by us in November 1955. Several similar instances 
were observed which would make reconciliations between IES records and con- 
tractors’ reports most difficult. 

Did I read that correctly ¢ 

Mr. Hawkins. Yes, sir. 

Mr. Roonry. And, did they report that— 
too much time elapsed in recording canceled project data on the records. 

Mr. Hawks. Yes, sir. 

Mr. Rooney. This was at a point after you had been running this 
program for about 2 years; was it not? 

Mr. Hawkins. GAO started in November, Mr. Chairman, and they 
completed their report in February. We were working with them 
the whole time, but the actual report did not come to us until May 3. 

Mr. Rooney. What would you say it was? Three or four months 
less than 2 years ? 

Mr. Hawkins. It was not 2 years; or will not be 2 years until this 
fall. It started in October 1954. 

Mr. Roonry. Yes: youareright. In fiscal 1955 they came in for the 
money on a supplemental; did they not? 

Mr. Wawnins. Yes, sir. 
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Mr. Roonry. Well, then, you were running the program from what 
date in 1954? 

Mr. Hawkins. I think it was about October when we got it on 
the track. 

Mr. Rooney. In October 1954 this situation started, and your letter 
to the General Accounting Office is dated May 31, 19564 

Mr. Hawkins. Yes, we had only received their report on May 3, sir. 
During the course of their examination we were working with them 
and as Mr. Lightner stated in his testimony, a number of their recom- 
mendations were put into effect immediately, and others were dis- 
cussed. However, when the report came out most of them had already 
gone into effect, and the rest of them will go into effect by July 1. 


LCOSE HANDLING OF GOVERNMENT FUNDS 


Mr. Rooney. Did the General Accounting Office report that ANTA 
was authorized in April 1955 to divert funds from other approved 
projects to the Salute to France project (19-3) in the amount of 
$117,000 with the understanding that such funds would be repaid 
from subsequent contributions, and that as of September 30, 1955, 
$87,000 was still unpaid ? 

Is that correct ¢ 

Mr. Barson. Yes, sir. 

Mr. Roonry. The GAO report also states that the Metropolitan 
Choir (project 19-40) was approved in October of 1954, and funds 
were disbursed to ANTA for this project in May 1955 in the amount 
of $50,000. However, AN'TA reported that as of September 30, 1955, 
none of these funds had been used for expenses for this project. Is 
that correct 4 

Mr. Hawkins. Yes, sir. 

Mr. Roonry. The GAO report further states : 

The New Music Quartett (project 19-46) was approved in March 1995. 
Four thousand dollars was disbursed to ANTA for the project in May 1955. 
ANTA has not used these funds for expenses of this project as of September 
30, 1955. 

Is that correct / 

Mr. Croucu. Yes, sir. 

Mr. Roonry. And does the report further state that: 

These approvals and the subsequent disbursements have resulted in allowing 
ANTA to use $84,000 in EFIA funds for several months without accomplishing 
the particular purpose for which the funds were advanced. 


Mr. Croucu. Yes, sir. 
DEPARTMENT OF STATE APPROPRIATION REQUEST 


Mr. Rooney. With regard to the allocation of the Department of 
State, a request in the amount of $2.7 million, which would be $650,000 
over the amount allocated to that Department for this purpose in the 
current fiscal year, we shall here insert pages 8 and 9 of the justifi- 
cations. 
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(The pages referred to follow :) 


DEPARTMENT OF STATE—PRESIDENT’S SPECIAL INTERNATIONAL PROGRAM 


Summary of artistic and athletic presentations by areas 





Activity | ARA | EUR | FE NEA | Total 





1955 FISCAL YEAR 


Orchestras__. be $146, 000 | $275, 000 _..-----] $421,000 
Drama and musical comedy groups.-. . 5,000 | --- oncwa] 25, 000 
Musical groups. oh ‘ $400, 000 Z 26, 600 61, 000 $206, 400 894, 000 
Dance groups oh 105, 000 25, 000 40, 000 80, 000 250, 000 
Individual artists__ : ; eS 9, 500 12, 805 7, 500 10, 000 | 39, 805 
Sports activities__- a 27, 995 20, 000 < 41, 800 89, 705 

Subtotal__- 542, 495 455, 405 383, 500 | 338, 200 | 1, 719, 600 
Administration _- ‘ 7 100, 803 

Total_- 1,820, 403 


1956 FISCAL YEAR 


Orchestras __- 85, 000 223, 000 385, 000 693, 000 
Drama and musical comedy groups-- 151, 000 151, 000 
Musical groups. 99, 250 92, 000 148, 455 339, 705 
Dance groups___- 14, 295 240, 400 150, 000 411, 500 816, 195 
Individual artists__- 34, 805 15, 000 81, 505 81, 318 212, 628 
Sports activities 57, 000 29, 700 30, 000 83, 300 200, 000 

Subtotal__- 441, 350 600, 100 645, 505 724, 573 | 2, 412, 528 
Administration _- | 135, 760 

Total__ 2, 548, 288 

1957 FISCAL YEAR 

Oo ee : 172, 000 | 128, 000 116, 000 130, 000 546, 000 
Drama and musical comedy groups........--! 175, 000 | 110, 000 162, 000 162,000 | 609, 000 
ES ESS REESE ARG 80, 000 | 97, 000 153, 000 228,000 | 558, 000 
Dance groups 2 ES ae 110, 900 95, 2:00 111,000 128,800 | 444, 800 
ES aaa 14. 000 19. 200 72, 000 67,000 | 202, 200 
UT ONEUNOE ooo nd sca ockae cievte 39,000 | 20, 500 57, 200 83,300 | 200,000 

eee eS OO RPO , 620, 000 469, 700 671, 200 799, 100 | 2, 560,000 


Administration LING FILES SR Ce ORM. Pees Dee paawe 140, 000 


° 
= 
~] 


NE SS Se ee ee Bk eee : aoe aE ie. aS cccpecaunel ae 


NO DETAILS OF 1957 BUDGET 


Mr. Rooney. Do youhave asummary with regard to these orchestras 
and drama and musical comedy groups as well as the dance groups anc 
so forth in the current year ¢ 

Mr. Hawkins. Yes, sir. 

Mr. Roonry. And also with regard to the coming fiscal year ? 

Mr. Hawkins. No, sir; we do not have the same with regard to the 
current budget. 

Mr. Rooney. I beg your pardon ? 

Mr. Hawkins. We do not have the same information with regard 
to the budget here. 

Mr. Rooney. We shall insert this breakdown as of May 31, 1956, at 
this point in the record. 

(The breakdown referred to follows:) 
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PROJ ECT—TEAHOUSE OF THE AUGUST MOUN 


Mr. Roonry. My attention is directed to project No. 19-121, Tea- 
house of the August Moon. That company is down in South America 
now ; is it not? 

Mr. Ligurner. It ends its performance in Buenos Aires on the 16th 
of June. 

Mr. Rooney. My information is that they were there at the present 
time. 

Mr. Ligurner. They are there right now. 

Mr. Roonry. Can someone here tell us what the great advantage 
to the American taxpayer is in sending this company, Teahouse of the 
August Moon, to South America ? . 

Mr. Ligurner. Mr. Batson, do you want to testify to that one? 

Mr. Batson. Yes, sir. 

Mr. Chairman, this project was picked mainly to demonstrate the 
American dramatic achievements in Latin America. It was _ pre- 
sented tous by ANTA. They recommended it as a result of the rec- 
ommendation which they received from a panel of private authorities 
which advised them on this deal. It is based, actually, on a very suc- 

cessful Spanish language version of it which was put on in Mexico 
City under private auspices. It was proposed, and subsequently ap- 
proved by us and by our committee, the OCB committee, which passes 
on all these projects, that we send it out on a tour of Latin America 
with an American Spanish-speaking cast replacing the Mexican cast 
which was in the original, and the company was sent on its Way. 

Mr. Rooney. Are all of the performances being given by this com- 
pany in Spanish ¢ 

Mr. Barson. Yes. 


COST OF PROJECT 


Mr. Roonry. Do you have a breakdown of this figure of $151,0007 

Mr. Batson. Yes, sir; the budget is based on the ‘following figures 
submitted to us by ANTA: Preparation costs for the production, 
$15,000; weekly operating costs, $7,000 a week, and since the project 
was going to be out for 15 weeks, that totaled $105,000; local expendi- 
tures at $4,000 per week which totaled $60,000; royalties and other 
costs in connection with the play, $28,000; transportation, $65,000, 
and the total expenses of the project on its 15-week Latin American 
tour was $268,000, of which AN'TA estimated it would have an income 
of $117,000, leaving a deficit of $151,000, which our committee ap- 
proved in underwriting the loss of the production. 

Of course, these are estimates. The final amount that will actually 
be paid to the company will depend upon a study of all their income 
and their expenses on the tour. 

Mr. Roonry. How many free performances, if any, have been or 
are being given by this company ¢ 

Mr. Barson. None. 


SALARIES OF CASTS OF TEAHOUSE OF THE AUGUST MOON AND THE SKIN OF 
OUR TEETH 


Mr. Rooney. Do you have a statement with regard to how many 


there are in the cast, as to who they are and how much they get out 
of this? 
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Mr. Batson. Well, there are 33 people involved in the project. Let 
me see if I have any figures with me that would indicate that. Their 
total salaries per week, according to the latest figures I have, run 
around $6,200 per week. 

Mr. Rooney. Do you have a statement as to who they are and how 
much each one receives ? 

Mr. Batson. I do not have that information with me, sir. 

Mr. Rooney. Can you give that information to us by Monday ? 

Mr. Barson. I will be glad to get that for you, sir. 

Mr. Rooney. With regard to the company, Skin of Our Teeth, which 
was part of the Salute to France, would you get for us the same in- 
formation as to the number of people in the cast, and what each one 
received ¢ 

Mr. Batson. Yes, sir; I would be glad to do so. I might remind you, 
however, that we made no direct expenditures in connection with Skin 
of Our Teeth. 

Mr. Rooney. Well, there must be some way of computing how some 
of these people in the cast were recompensed with Government funds. 

There must be some way of figuring that out. 

Mr. Barson. I was saying that Skin of Our Teeth was somewhat 
different than Teahouse of the August Moon. Teahouse of the August 
Moon was a production that we directly financed completely out of the 
President’s emergency fund. Skin of Our Teeth was paid on a par- 
tially privately supported program last year, in connection with the 
Salute to France, for which private funds were raised by Mr. Dowling. 
We contributed to that the sum of $100,000 to support it, and then 
about $400,000 was raised privately. 

Mr. Rooney. There must be some way of computing how much the 
people in that cast received. I believe Mary Martin and Helen Hays 
participated in it. 

Mr. Barrson. Yes, sir. 

Mr. Rooney. How much did they get out of it ? 

Mr. Barson. I will get those figures for you, but I wanted to be sure 
that their salaries were paid on a pro-rata basis, sir. We did not pay 
the salaries of the people involved in it. I will get those figures. I think 
they were reduced salaries from the normal amount they expect. 

(The information requested may be found on p. 701.) 


PAYMENT OF ROYALTIES FOR TEAILOUSE OF THE AUGUST MOON 


Mr. Rooney. What was the figure you gave a while ago with regard 
to Teahouse of the August Moon for royalties ? 

Mr. Barson. This is an estimate. The only information which I 
have is contained on this little piece of paper which I have here, which 
is simply a memorandum to help me here, and it shows an item of 
royalties of $23,000. If I am not mistaken, that item has subsequently 
been taken out of the cost. 

Mr. Roonry. I should hope so. 

Mr. Batson. I was reading to you in the budget figures that were 
presented here originally. Actually, I do not believe the cost items 
that we have received on this show any payment for royalties. 

Mr. Roonry. Did anyone in the Department of State agree at one 
time to pay $23,000 of Government money for royalties in connection 
with these performances in South America ? 








we _ ~~ 


_’ 
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Mr. Batson. No, sir; we did not. 

Mr. Roonry. How did it get on this sheet ? 

Mr. Barson. In this particular case, no, sir, but it would have in 
others. It is possible we would include that in our budget. You see, 
we are underwriting the losses of the productions that are going 
abroad. We have to take that into account in deciding how much sup- 
port they will get from the Government, and we take into account 
all of their expenses. 

Mr. Rooney. In connection with that, did you approve paying at 
least a share of the $23,000 for royalties ? 

Mr. Batson. No, sir. 

Mr. Rooney. Then how did that figure get on your sheet ? 

Mr. Batson. We assume in figuring up the total cost of the project 
in order for us to determine how much underwriting we will give 
that we will have to take into account all of the expenses no matter 
what they are of this group so we will know how much we would 
put in it. 

DIFFICULTY IN GETTING FACTS 


Mr. Rooney. Before the company started for South America, you 
had to have an approval of the Department; did you not? 

Mr. Batson. Yes, sir. 

Mr. Rooney. In arriving at this approval, was there submitted to 
you an item of $23,000 for royalties ? 

Mr. Barson. There certainly was, yes, but we did not agree to 
pay it. 

Mr. Rooney. You did not agree to pay that? To pay exactly 

$23,000% Do I understand you correctly? 

Mr. Batson. The point is that the figures rallies I read to you were 
those on which we based our original approval of a certain amount of 
money to underwrite the losses. 

Mr. Roonry. How much did you approve ? 

Mr. Barson. We have not approved 

Mr. Roonry. Just a minute, now. How much did you approve 
insofar as ANTA was concerned 

Mr. Batson. I do not understand. 

Mr. Rooney. Well, there must have been an approval because the 
company is on the road now. 

Mr. Batson. We approved $151,000 to get the project started. 

Mr. Roonry. What was the total cost? Will you please repeat 
that figure ¢ 

Mr. Batson. $268,000. 

Mr. Rooney. In arriving at the total cost of $268,000 there was 
included $23,000 for roy: alties? 

Mr. Barson. That is correct. 

Mr. Rooney. You certainly can play with words. 

Mr. Barson. However, sir, the estimates coming in and the amounts 
going to it do not include items for royalties. As I understand it, 
the royalty payment has been waived, but I will find out about that, 
and submit a statement for the record on it. 

(The statement referred to follows :) 





In estimating the total costs for this project, an item covering royalties was 
included in figures considered. The author claims 10 percent of the box office 
receipts. On the basis of anticipated income for the tour, it was estimated that 
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total royalties would amount to approximately $23,000. Royalties actually due 
from box office rec eipts amount to $1,805.91 for the first 6 weeks of this tour. 


OVERSEAS TOURS OF HARLEM GLOBETROTTERS 


Mr. Roonry. I do not see the Harlem Globetrotters in this list. 
Have you sent them on the road anywhere / 

Mr. Batson. Not this year. 

Mr. Rooney. But they ‘have been on the road for you, have they not 

Mr. Batson. Most of their activities are privately supported. We 
work with them and help them, but only once have we given them 
financial assistance. 

Mr. Rooney. Have any Government funds been used in connec- 
tion with their trips abroad in the last 2 years? 

Mr. Batson. Yes; I believe so. 

Mr. Roonry. How much? 

Mr. Barson. They received $1,000 in July 1955. 

Mr. Roonry. How do you fit the Harlem Globetrotters into your 
cultural program ? 

Mr. Batson. We have since the start devoted a certain portion of 
the program to sports groups going abroad in accordance with the 
suggestions made by the policy committee that advises us on the pro- 
gram. Westretch the word “cultural” to include some sports groups in 
it. Mostly, they are amateurs, but occasionally they have been pro- 
fessional ones. Where they are professional ones we use the same 
plan as we try to do under the cultural program of underwriting losses 
so they can go to areas where they would not be able to go on their 
own. 

Mr. Rooney. I believe we have reached a point at this time where 
we should recess until Monday morning at 10 o’clock. 





Monpay, JUNE 18, 1956. 


Mr. Rooney. The committee will please come to order. 


PLANNED PROGRAM-—FISCAL YEAR 1957 


So as to accentuate an answer we had as I recall on Thursday last, 
where is the detailed program for fiscal year 1957 with reference to 
the cultural part of the President’s special international program ? 

Mr. Batson. All we have is what is in the budget presentation here. 
We have worked out no more detailed plans than that. 

Mr. Roonry. You cannot. tell us which orchestras, which perform- 
ers, and which contingent might be included in the program ¢ 

Mr. Barson. No, sir. 

Mr. Rooney. This is sort of a buckshot proposition; is it not? 

Mr. Barson. The reason we cannot is mainly because of the prin- 
ciple of relying as much as possible on private initiative, trying to 
get private groups to cooperate with us as much as possible. “We 
do not want to have to pay any more than a bare minimum of expenses 
overseas, and we cannot predict at this time just which one of these 
groups will be available to go in any field, because they have various 
commitments to do various things. They have a lot of contracts and 
until we can go to them and actually make them a definite offer there 
is not much we can do in planning in advance. 
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We know the type of thing which we would like to get and the 
things that would be useful in different areas but we simply do not 
know what will be available or how much it will cost. Another con- 
sideration is the fact that everything we do has to be approved by 
OCB committee, and very much in detail. Because of all these var- 
iables in the program we are not able to present to them a project 
until we have had considerable negotiation with the individuals and 
groups. 


SALARIES OF CASTS OF TEAHOUSE OF THE AUGUST MOON AND SKIN OF OUR 
TEETH 


Mr. Roonry. Do you have the information I requested on Thursday 
last with regard to the Skin of Our Teeth and Teahouse of the August 
Moon companies 4 

Mr. Barson. Yes, sir. 

Mr. Rooney. Where is that? 

Mr. Barson. We have it here, sir. 

Mr. Rooney. We shall insert these schedules with regard to the 
‘Teahouse of the August Moon and Skin of Our Teeth companies at 
this point in the record. 

(The schedule referred to follows:) 


Sample performance week payroll for the Skin of Our Teeth during Salute to 
France engagement 


RO ne as eae aaa eammaes ee ne ee ree $500 
Mary Martin (etar)........... Oe SEY eee ee Se ial 500 
Is I ar ariee se mceplismnachcteestisimtslenniisis sAuased eT ee 375 
I a I a cc ectvtessor cerca cans eau chron on ee ee ee 375 
I cin ak i dea ces aceon toma pata seks Salmo even 12 
I as raha ion n sate ae pice nonenin an bY aes eeade tonsa 120 
Dy lS SS ee ae ee cece ee ee aS ee " 2 cient; ~ eee 
ON ES IS See ee ees ce DEE spun hcusabeliretss 120 
Sn a ee ene oe ETT ee ee eT 120 
a a 5s cen pie abe pints mh nnn ute ca nt am ann 120 
ES | NS eS a at STE ei We aa SR NS ae, See ce Be eee ee ee ae 120 
AO cs em meininmeenene les Fae Se Oe a yee Se ee ere eee 120 
I arpa eget sas SR paral lle ea 
I a i da nl era otal 120 
IIE BI nosis wah cele np nib laa imanaicebs 7 ES er ee ee ee ita 120 
Sg ASIST CASRN RS en 2 ee ee ia a asta hace 120 
NOE SEE POE DD SAA eR at oe TS Oe 120 
I a or amin eene aes rn er ee Z 120 


Paul Morrison (stage manager ) ; . 250 


cI OR In as cs ins aga ices ated nedosacee 300 
Gertrude Macy (company manager) --_---------------------- ' a 200 


Mary Lincoln (wardrobe) ------~---- Se ener eee 120 
L. Larmon 





OR Pk Mee eS ae de rien date ean’ Lcucwew: Shanda 


Nore.—1. This payroll was paid only for 2 weeks ending June 25 and July 2, 1955, 

during the actual performance period in Paris. 
$120 per week is the actors’ union minimum for salaries on tour. It will be seen that 
only stars and managerial staff members received more. 

3. Miss Hayes and Miss Martin usually receive salaries from $2,000 to $4,000 per week 
in the commercial theater. Miss Reid and Mr. Abbott also ordinarily receive several times 
the figure shown on this payroll. 

4. The following payrolls were paid during rehearsal period : 


Week ending— 


RE nae SE RSS ee a a _. $935.92 
bo” lle Ces EAE Ee eee Bats ------ 1, 202. 88 
6) SS ee ee ee EDR ELS CD PEC SE 
NA etairasts nn gates Sua eon anes Gece Seed Re Se SE EERE S38 370. 00 


« 


fh. Rehearsal salaries are based on a union minimum “subsistence figure of $55 per week. 
Staff rehearsal salaries, however, were at a higher rate. 


78170—56—pt. 2——_8 











Sample performance week payroll for Teahouse of the August Moon taken from 
manager's salary list for Habana week 


ESE ET a Cn ce ee Oe aed > ooh eT S848. 406 
ONESIES, ENON ge eA St SN gg? Bee ELS SIS ete HOO. 00 
Cd RS etn Se RAL Ld eS eS Oe ans 250. 00 
ONES SEIS EE Se ee ae Parc ee eee er Pee 125. 00 
ON SS Sa oa ee ee SEE AE EO ne SOE 325. 00 
TI IRN co a ee ee Be ect pao _.. wee. G0 
Te ) a a rere eee > ee oe EE TTD 120. 00 
a eee ee Be SS ae re Ms 120. 00 
re -RenaNOE ek Blas i ee os a A ne 150. 00 
OE oT a a ee Oe a ith ee ee 200. 00 
Se Ber se ee eee ey ee es) 200. 00 
OES TE ST a Sa ka 200. 00 
SS Sa ae Le ee 150. 00 
[eee eres. he PO ET) Pash 120. 00 
Re ee 2 ee ES ee Ce a ae TE ees 120. 00 
Se ee ee hee ed marae bd origa ned etn see hn edebigadiae 120. 00 
a ne ee a ee ee ee eee Erg Cy ee On 120. 00 
OS ea ea SST hE TS ae ed, tier ke 120. 00 
Tom Kikuchi____- a: Et Se eee ee et OEE Guess 120. 00 
Candelaria Oanendo...—...........- a ee eAaher vad ioe ced od acces aweb 120. 00 
PE re RES PE eee © eee eee eT eee ee ae 120. 00 
(IS NSS SSS YS ee ae OEE ERAN eee Sas ee it tee Oe 120. 00 
NO eS ES ae cs ee SE Se oe ane tee 120. 00 
COR Ea a ee Ee a ene eee ey eek Sy eee ee a we ESP ee 120. 00 
I SY a Sa abies oper emece Sa atipy 145. 00 
A SD ae 2 eran Sete ome PE ay een ee aE PO Pe eee 120. 00 
Arsenio Trinidad_______-~ = ae CRE CEE ee eee Ao 175. 00 
NE EPI, SE ee TEE Lederer ee ke or 200. 00 
I RN REMIND staples nee niece onion Un Eee Pea wen Serer 300. 00 
Anna Woll___--- Ss hoe RE SEER te See eee Re oP aa NeoPa 300. 00 
| eee eae RS Res ae ae Ee 140. 00 
SE SS nee ee at ee ee a en a ee Pe ee 140. 00 
EE eg Re eg 2 EN Ene enn ew ea ee a Se HO. OO 
i) a See ae ee cee ae eee a ee ae nae 

The following salaries were paid: 
Rehearsal salaries including Habana___________- -___~ cat Se __ $9, 578. 02 
Week ending Apr. 21, 1956______---~~- an eee LE ee ee ee eee 6, 378. 40 
RIC, WODAEREDEY AIDEN 5, CG, RNR oo os lig ieee etme ee nein Saeed _... 6,188. 40 
Week endine May 5, 1956. ...........-.... Se ee seo A conatic. Geese 
RN ONS RE | ee _... 6,188. 40 
Week ending May 19, 1956___._.__.._---- Bae eee OO ee EET inecties’ Apa 
err MON LA I ON cic tah a ec eid aisle cate eerie ekee 6, 158. 12 
ER i se ene ey ae eve Fe... 
I Nak ORO ak en a ae as pela 6, 158. 12 
Week ending June 16, 1956__-_._________- NES 9 ert ee Ae 6, 153. 12 
0) | ites EI co ne PN ey OR RS a ee PES eR TT EN Oe 65, 287. 22 


Mr. Roonry. Do you think it wor th — to spend taxpayers’ money 
such as this for a tour of this Teahouse of the August Moon company ? 

Mr. Barson. We think so; yes. 

Mr. Roonry. What is your background in the theatrical business? 

Mr. Batson. I have no particular background in it myself. 

Mr. Rooney. What is your background ? 

Mr. Barson. At the present time I ama Foreign Service officer of 
the State Department. 

Mr. Rooney. Did you ever have any connection with the theater? 

Mr. Batson. No direct connections; no, sir, other than personal 
interests. 

Mr. Rooney. Very possibly much more than my connection. 
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Mr. Barson. That, of course, is the main reason we use ANTA in 
the program to seek out the professional assistance from private 
sources, 


ROYALTIES ON TEAHOUSE OF THE AUGUST MOON 


Mr. Roonry. What is the situation at the moment with regard to my 
questions concerning royalties paid in connection with the Teahouse 
of the August Moon company? Is it the same today as it was on 
Tuesday last 4 

Mr. Batson. Well, I have the figures. Actually, the royalties on 
the Teahouse of the August Moon are in this situation: The author 
in his worldwide rights to it asks for 10 percent of the box office re- 
ceipts wherever it plays. The original estimate that we discussed was 
presented to the OCB and there was an item in there for royalties 
which was based on an income estimated several months before the 
project went out. Actually, because of various difficulties such as 
currency conversion problems and the relatively low cost of tickets in 
the countries in which it plays, the royalties have been very small. 

Mr. Roonry. What do you mean by “small” / 

Mr. Batson. Actually, in Habana the royalties were $702.33. Here 
are the royalties that are now due to the author for the production: 

At Habana $702.33; at Caracas, $748.65; at Rio $70.09 and at 
Montevideo $284.84. That is up to the end of the first week of the 
production in Montevideo. 
~ Mr. Rooney. How long did they play in Habana? 

Mr. Barson. They played 1 week in Habana. 

Mr. Rooney. And the author received $702.33 ¢ 

Mr. Barson. Yes,sir. For the 1 week in Caracas and 1 week in Rio 
and 2 weeks in Montevideo, although the figures I have here are only 
for the first week—— 


MAXIMUM LIMITATIONS ON COSTS OF PROJECTS 


Mr. Rooney. I believe the Appropriations Committees of the House 
and/or Senate have previously been advised with regard to this 
alleged cultural program that the estimate shown in the contracts 
would be the maximum amount to be made available and that there 
was a provision in the contract stating that it was understood and 
agreed that the amount shown in the contract was the maximum 
amount allowable for the project. Is that correct ? 

Mr. Barson. That is true. 

Mr. Rooney. You have not adhered to that at all; have you? 

Mr. Batson. There have been cases where we have had to go over it 
on appeal from the managers. 

Mr. Roonry. There have been quite a number of them; have there 
not ¢ 

Mr. Batson. Yes, sir; there have been. 

Mr. Rooney. Asa matter of fact, you approved the Martha Graham 
Dance Troupe in the amount of $120,000, and then on top of that you 
approved $72,500; is that correct ? 

Mr. Batson. I do not have the figures before me, but I assume that 
iscorrect. It sounds correct. 

Mr. Rooney. You added $22,000 to the Porgy and Bess company ; 
did you not ? 
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Mr. Barson. That is correct. 

Mr. Rooney. And you added $75,615.59 in connection with the 
Symphony of the Air trip? 

Mr. Barson. That is correct. 

Mr. Rooney. You increased the amounts approved for the Ballet 
Theater, the Philadelphia Symphony, the New York Philharmonic 
Orchestra, Isaac Stern, and Jose Limon Dance companies; is that 
correct ¢ 

Mr. Barson. | am not sure about that. I do not recall the Phal- 
adelphia Symphony contract. 

We asked them to go to Finland as an extension of the tour, I 
believe. That was an extension of the tour, actually. 

Mr. Rooney. In the amount of $5,000? 

Mr. Barson. Yes, sir. Actually, they turned back $8,000. When 
it was all over, the orchestra itself turned back about $8,000. 

Mr. Rooney. Out of how much money / 

Mr. Hawkins. Out of $71,000, they returned $8,036.11. 


FINANCIAL REPORTING ON CONTRACTS 


Mr. Rooney. Financial reports are supposed to be submitted within 
60 days after a project is completed, according to the terms of the 
contract; is that right ? 

Mr. Batson. Yes, sir. 

Mr. Rooney. There have been a number of these expeditions where 
these reports were not furnished within the required 60 days; Is that 
correct ¢ 

Mr. Hawkrns. Yes, sir; but in most instances we have given them 
authority to extend their time due to the fact that they were unable 
to get all of their reports together from overseas. There was written 
authority granted to extend the time. 

Mr. Roonry. You did not have reports in on time with regard to 
Salute to France, Porgy and Bess, the Philadelphia Symphony, the 
American Track, Field, and Swimming Team, the Symphony of the 
Air, Schuyler and Lee, and Oklahoma World Tour; is that correct ? 

Mr. Hawxrns. I believe it is, sir, but a majority of those, if I re- 
member correctly, we did give them an extension of time in order for 
them to make up their final reports. The contract does provide that 
they can have an extension of time upon request. 

Mr. Roonry. Instead of 60 days, some of these were delayed as 
much as 6 months, and some of them even beyond that; is that correct ¢ 

Mr. Hawkins. Very few were that late. Maybe a month or 2 was 
the most that they wanted, sir. 

Mr. Rooney. In the 6-month category of delays we have Porgy and 
Bess, Philadelphia Symphony, American Track, Field and Swimming 
Team, and Schuyler tee Lee; is that correct ? 

Mr. Hawkins. Yes, sir. I have the Philadelphia one right here 
with me. 

Mr. Roonry. And beyond 6 months, there was Salute to France, 
Symphony of the Air and Oklahoma World Tour, is that correct ? 
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DELAYS IN REPORTING ON CONTRACTS 


Mr. Hawkins. I cannot recall them offhand, but long delays are 
because of the extensive nature of the program where you are working 
all over the world and where you have to determine what the box- office 

receipts are in very many remote areas of the world, and you are work- 
ing in many cases with foreign impressarios where you have no tool 
to press them a have to stick and work with them c arefully to get it. 

There is naturally a long, long delay in it. A second reason is that 
we want to be sure that everything i is as accurate as it can be, before 
we authorize any additional funds. 

In the case of several of these projects we could have sewn them up 
immediately or within a month or 6 weeks, simply on the basis of 
advanced estimates, approved new allotments out of the program if 
necessary, and covered all of these and put the project aside, “but we 
are constantly trying wherever possible to cut down the costs and 
only put as much Government money in it as we absolutely have to. 
Therefore, we have to get accurate reports from all over the world in 
order to do that. That has been true in almost all of those projects. 


PROJECT FUNDS RETURNED TO TREASURY 


Mr. Roonry. You mentioned the Philadelphia Symphony Orchestra 
as having returned some money to the Treasury. I think the exact 
amount was $8,036.11. No other performers outside of the athletes 
returned money to the Treasury; did thev ? 

Mr. Hawngins. Yes, sir; there were a few of those. 

Mr. Rooney. What were they? 

Mr. Hawkrns. I cannot recall them offhand, but I would be glad 
to furnish them for the record. There were 3 or 4 others. 

Mr. Roonry. You are not referring to the athletes; are you? 

Mr. Hawkins. No, sir. 

Mr. Rooney. As of the first of this year, according to a report which 
I have, the only one other than the athletes was the Philadelphia 
Symphony in the amount I just mentioned. The United States Track, 
Field, and Swimming Team returned $17,445.75; the University of 
Pennsylvania Rowing Team returned $100, and the Girls’ Swimming 
Team returned $1 040 2.96. T would like to know if I am correct in 
regard to these instances. 

Mr. Hawktns. Yes, sir: there are a couple of others, too, under the 
sports projects. The weight-lifting team returned $7,125, and another 
(AU swimming team returned $1,912. 

Mr. Rooney. When were those returns made ? 

Mr. Hawkins. I think they were this year. 

Mr. Roonry. With regard to the contract in these matters, that con- 
tract specifies the total amount of the grant for the project; does it 
not / 

Mr. Hawkrns. Yes. . 

Mr. Rooney. Does it specify the amount approved for individual 
items such as transportation and so forth ? 

Mr. Hawkrns. No,sir. 

Mr. Roonry. Therefore, the State Department reliquishes con- 
trol over these sort of expenditures to the performers; does it not? 
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Mr. Hawkins. Not to the performers: sir. ANTA is our contract 
agent. They submit their budget for the performances to the Inter- 
agency Committee, and each one of these items is taken up in the 
Committee and approved there, and then the contract is sos after 
approval is granted by the Committee. 


FUNDS REQUESTED FOR ORCHESTRAS 


Mr. Roonry. There is not much sense in talking about a budget 
presentation such as is outlined at page 8 of the justifications, where 
we find such buckshot approaches as for “orchestras” in the amount 
of $421,000. 

Are you not able to tell us the breakdown of that figure ? 

Mr. Batson. No,sir. 

Mr. Rooney. Wait a minute. I believe that figure was for 1955. Let 
us get to 1957. Let us change the amount to $546,000. You cannot give 
us any breakdown of that ? 

Mr. Batson. No, sir, because we do not know what orchestras would 
be willing and able to undertake overseas tours next year. 

Mr. Roonry. How did you arrive at the figure of $546,000?) Why 
is it not $545,000 ? 

Mr. Barson. We simply try, based upon the best information we 
have at hand, to estimate in a general way what we would like to do, 
and I cannot say that the cost will be exactly this figure. It probably 
will not be. It may be probably a little more or less or may be con- 
siderably more or less, depending upon what we are able to get. 

As an example of orchestras, we sent the New Orleans Symphony 
Orchestra on a tour of Latin America. There were several orches- 
tras under consideration for that tour that would have liked to have 
made the trip, but the New Orleans Orchestra, however, came up with 
a budget which showed that the citizens of New Orleans were putting 
$20,000 into this tour. So, this made it much more financially feasibl: 
to use them, and we selected them at a considerable savings. 


DRAMA AND MUSICAL COMEDY GROUPS 


Mr. Roonry. With regard to the $609,000 for the drama and musi- 
cal comedy groups do you have any breakdown as to that? 

Mr. Barson. No, sir. 

Mr. Roonry. How many groups are involved ? 

Mr. Batson. We do not know, sir. 

Mr. Roonry. You do not know anything about the size of the com- 
panies ? 

Mr. Barson. No, sir: we do not know what will be available and 
what the cost will be? 

Mr. Rooney. You do not know how much the impresarios would 
get out of it? 

Mr. Batson. We certainly do not; no, sir; we could not predict that 
at this time. 

Mr. Roonry. You do not know how much the royalties would be ? 

Mr. Batson. No, sir; it would vary. 

Mr. Roonry. With regard to “Musical groups” in the amount of 
$558,000, the same answer would apply ? 

Mr. Batson. Yes, sir. 











707 
DANCE GROUPS 


Mr. Rooney. And as to the $444,800 for “Dance groups” would the 
same answer apply? 

Mr. Batson. Yes, sir. 

Mr. Roonry. That amount intrigues me. Why is it not $444,700 
instead of $444,800 # 

Mr. Batson. I cannot answer that, sir. 


INDIVIDUAL ARTISTS 


Mr. Rooney. For individual artists you have the figure of $202,200. 
Does the same answer apply to that request 
Mr. Batson. Yes, sir. 
SPORTS ACTIVITIES 


Mr. Roonry. For the sports activities you have a nicely rounded 
figure of $200,000. Would the same answer apply 4 
Mr. Batson. Yes, sir. 
ADMINISTRATION 


Mr. Rooney. What about the figure of $140,000 for the item en- 
titled “Administration,” based on a total of the previous amounts we 
mentioned of $2,560,000. How did you arrive at that? 

Mr. Batson. Well, with regard to the $140,000 figure, I can actually 
give you a breakdown of that. That is a definite figure. You have 
that there, Mr. Hawkins? 

Mr. Hawkins. Yes, sir. The $140,000 is made up of $34,000 for 
salaries for the staff within IES. There is $6,000 for staff travel and 
$100,000 for contractual costs of ANA and possibly some other con- 
tractors like, maybe, some of the sports groups may ask for something 
for administration. 

Mr. Rooney. That is pretty definite; is it ? 

Mr. Hawkins. Well, I think it is real definite, sir, because the 
amount for personal services is tied right to the number of people we 
have. There is only one extra job in the 1957 estimates, and that is 
reflected there. The additional amount for travel is for staff travel 
including one overseas trip in connection with the various projects, 
and the contractors’ costs are listed at $100,000. Those three figures 
total $140,000. Our contract with the American National Theater 
and Academy for 1956 is $93,200. 


INTERNATIONAL TRADE Farr Program 
ALLOCATION TO THE DEPARTMENT OF COMMERCE 
Mr. Rooney. With regard to the allocation to the Department of 


Commerce, we shall insert in the record pages 26, 27, 67, and 68 of the 
justifications. 








(The pages referred to follow :) 


INTERNATIONAL TRADE Farr ProGram 





Summary of 1957 budget estimate—Allocation to Department of Commerce 


Fair or project 


TRADE FAIR EXPENSES 


Fiscal year 1957 fairs: 
Izmir, Turkey ! 


London Food Fair !__--- 


Kabul, Afghanistan ! 
Damascus, Syria! 
Stockholm, Sweden ! 
Salonika, Greece ! 
Zagreb, Yugoslavia ! 
Bari, Italy '__- 
Ghent, Belgium ! 
Vienna, Austria }_- 


Berlin, West Germany - 


Tunis, Tunisia__- 
Bogota, Colombia 
Colombo, Ceylon 


Frankfurt, West Germany -- 


Utrecht, The Netherlands 


Milan, Italy 


Hannover, West Germany --- 


Paris, France 
Palermo, Italy 2 
Tokyo, Japan 


Subtotal 

Fiscal year 1958 fairs: 
Djakarta, Indonesia 
Izmir, Turkey 
Damascus, Syria 
Stockholm, Sweden 
Salonika, Greece 
Karachi, Pakistan 
Zagreb, Yugoslavia 
Bari, Italy 
Vienna, Austria 


Berlin, West Germany 


New Delhi, India 


Subtotal 


Fairs behind the Iron Curtain 


Mobile fairs and exhibits_- 


Total cost of fairs- 


Program direction and develop- 


ment. 


Administrative services - - 


Total estimated 
ments. 


require- 


Aug. 20 to Sept. 20_-- 
Aug. 23 to Sept. 15 
Sept. 1 to Sept. 8 

Sept. 1 to Sept. 30 
Sept. 1 to Sept. 16 
Sept. 2 to Sept. 23 ...- 
Sept. 7 to Sept. 20.-.-- 
Sept. 7 to Sept. 25 
Sept. 8 to Sept. 25 
Sept. 9 to Sept. 16 _-- 
Sept. 15 to Sept. 30_- 

Oct. 13 to Oct. 28 
Nov. 23 to Dec. 9---- 
Feb. 15to Mar. 15__- 


Mar. 4 to Mar. 8__-- es 


Mar. 13 to Mar. 22 
Apr. 12 to Apr. 27 
Apr. 29 to May 8 
May 25 to June 10___-- 
May 24 to June 10_..-- 
May 25 to June 10___- 






Aug. 12 to Sept. 18 
Aug. 20 to Sept. 20 
Sept. 1 to Sept. 30 
Sept. 1 to Sept. 16 
Sept. 2 to Sept. 23 
Sept. 2 to Oct. 22 
Sept. 7 to Sept. 20 
Sept. 7 to Sept. 25 
Sept. 9 to Sept. 16 
Sept. 15 to Sept. 30 
Oct. 29 to Dee. 15 


Central 
exhibit 


$109, 000 
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PRESIDENT’S SPECIAL INTERNATIONAL PROGRAM 


Allocation to Department of Commerce—Summary of estimated requirements, 
fiscal year 1957 and first 4 months fiscal year 1958 








1955 1956 1957 
Posi- Amount Posi- Amount Posi- Amount 
tions tions tions 
Personal services: 
Permanent positions 
Trade fair expenses 10 $16, 110 37 $219, 230 44 $326, 545 
Administrative services 5 23, 600 
Program direction and develop- 
ment: 
Office of International Trade 
Fairs : 7 13, 396 17 17 119, 500 
Bureau of Foreign Commerc 13 20, 810 Is 20 124, 733 
Total J 30 50, 316 72 378, 942 SO 594, 378 
Positions other than permanent 118, 541 |_- 48, 755 47, 695 
Other personal services expenses sl ze 38, 221 |-- 41, 263 4, 685 
Total personal services : : 207, 078 ‘ 468, 960 } 646, 758 
Other objects of expenditures 
Travel 171, 441 615 519, 000 
Transportation of things f 56, 050 , 288 407, 500 
Communications services 3 P 9, 600 S24 29, 000 
Rents and utility services Je eh ae 75, S86 5, 621 421, 500 
Printing and reproduction __- ; 23, YSY 785 153, 800 
Other contractual services acme 966, 117 QS7 3, 599, 200 
Services performed by other agencies . 205, 605 ), 201 26, 400 
Supplies and materials : r 33, S48 404 57, 000 
Equipment da 17, 760 O00 : 56, 350 
Refunds, awards and indemnities 1, 000 
Taxes and assessments 2.047 2 350 3, 892 
Total obligations 1, 769, 421 3, 583, O35 5, 920, 400 
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PROGRAM DIRECTION AND DEVELOPMENT 


Mr. Rooney. Concerning the Department of Commerce allocation, 
let us first direct our attention to page 54 of the justifications, which 
shows an increase in the item entitled “Program direction and develop- 
ment” from $83, 161 in 1955 to $190,000 in 1956, and an increase to the 
amount of $315,000 as contained in this request for 1957. 

Mr. McCieittan. Mr. Chairman, I would like to introduce Mr. Har- 
rison McClung who is director of our Trade Fair Office and who is 
administratively responsible for our operations. I would like to ask 
him to respond to these questions if that is satisfactory to you. 

Mr. Rooney. Surely. 

Mr. McCrunc. Is the question, sir, “Is that correct ¢” 

Mr. Rooney. The question is why this increase from $83,000 last 
year to $315,000 in the coming year 

Mr. McCiune. There are a good many details there, sir. Shall we 
start at the top and move down the page, item by item ? 

Mr. Roonry. Well, I wonder if you would just cover the subject 
first ina general way. How do you account for this increase ¢ 

Mr. McCune. I will be glad to try to do that. 


ADDITIONAL COSTS FOR SALARIES 


The first group of positions is what you might call my staff. There 
are 17 positions listed in 1956 and the same number in 1957. The dif- 
ference comes in the number of man-years which is labeled up there 
at the top “My.” 

Those positions were not filled at the beginning--most of them— 
in fiseal year 1956, but we have been gr adually filling them under 
the belief, sir, that this program needs and must have, if we are going 
to have adequate control of it, more supervision from the directors’ 
oflice than it has had up to now. 

You will notice that there are just 11.5 man-years for the 17 jobs 
there in fiscal 1956, and we are figuring that all of those positions will 
be filled completely during 1957. 

Mr. Rooney. It would appear that the average cost of these jobs in 
1956 was about $6,200 and now they are up to $7,000 average ; are they 
not ¢ 

Mr. McCiune. I think that the difference there is in my job and 
the positions of deputy director and chief designer. This job of man- 
aging the trade fairs has been a without-compensation job up until 
now, and for various reasons, including the fact that I cannot atftord 
to do it that way, it is now a salaried job. 

The second item there—under “Other personal service costs” [I do 
not know in 1956 what the $3800 was budgeted for—but my $5,500 for 
this item in fiscal year 1957 is made up “ot $500 for overtime, which 
I feel quite sure we will have to pay, and $5,000 for consultants. This 
would give me a consultant for about 100 days during the year. It is 
one consultant for about one-third of the year, which I believe I will 
need. 

Mr. Roonry. Well, that intrigues me. In the current year the 
amount was only $300 without a paid supervisor or head of this outfit, 
and now we have a paid head of it, you need a consultant to the tune of 
$5,000. 
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Mr. McCiune. I think that particular item gets down to a case of 
how you pay the people. In various categories a great deal of work 
was done in this past year under contract, and a ereat deal of design 
work and a great deal of skull work was done under contract. I did 
not really believe that is a good a way to do it. I would much rather 
have it right out in the open and list it as consultant services. I do not 
mean we will have 1 consultant, nec essarily, for 100 days, but I do 
feel that over the period of a year that I am going to need 100 man- 
days by various kinds of top people around the country for whom I 
may have to pay. In some cases we may be able to do it on a WOC 
basis, but I would rather pay them. I think it would be better for the 
program. 

OTHER PROGRAM EXPENSES 


Mr. Rooney. How do you account for the jump in the other objects 
from $20,000 to $40,000 ¢ 

Mr. McCiune. Mr. Chairman, that is covered in detail on page 554 
but not perhaps in as great detail as [ certainly have wanted to know, 
and I hope to know. 

That $40,000 breaks down into “Travel of $28,500 and conununica- 
tions services of $2,000. 

Mr. Rooney. W ell, that appears on page 55, but how do you 
account for the most substantial increase in travel, to wit, $18,500 4 

Mr. McCune. I account for it in general by the fact that this staff 
of mine, particularly the 2 or 5 top people, are just going to have to 
do more getting around to make sure that these fairs are what we want 
them to be. I have broken it down to see where that $28,500 would go, 
and it breaks down, in a nutshell, this way: Travel by me, of $8,000, 
which certainly sounds like a lot of money, but as I look at it I do not 
see how it can be much less. That includes 1 worldwide inspection 
trip, 1 official ceremonial trip, 1 advance planning trip, and 1 which we 
are reserving for some sort of an emergency which [am almost certain, 
with 21 fairs coming up, will happen. 


CEREMONTAL TRAVEL COST 


Mr. Rooney. How mueh will that ceremonial trip cost / 

Mr. McCiune. $1,500. 

Mr. Rooney. What sort of trip is that? 

Mr. McCiune. That would be an out-and-out ceremonial trip. 
Rea!ly, 1 think there will be some time when we will have to make 
a trip at least partly—I hate to use the word “propaganda”—but it 
will be for the propaganda effect, and mainly for the effect of being 
ma certain country and perhaps making a certain number of talks. 

Mr. Roonry. In what country? 

Mr. McCiune. This trip will be for the benefit of the American 
(sovernment. 

Mr. Roonry. Where? Would it be to Ceylon, Laos, or Cambodia? 

Mr. McCuuna. I do not know where that will be, sir, and it may 
never happen at all. 

Mr. Roonry. Are you ready to give up on this now / 

Mr. McCuiune. How is that? 

Mr. Rooney. Are you ready to give up on this now? 

Mr. McCuiune. I do not know that I understand you, sir. 
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Mr. Rooney. I think the record pretty well shows at this point 
that you do not need this. 

Mr. McCuentian. Mr. Chairman, I would like to say a word on 
that, if I may. 

Mr. Rooney. Yes; if you can help. 

Mr. McCrietian. I think I can, Mr. Chairman, because I have been 
here a little longer than Mr. McClung because he only took over the 
direction of this Office effective May 2, and I am, in part, responsible 
for the things he has been telling you as a matter of departmental 
policy. 

I think it is of compelling importance that the top man in the 
administration of the trade-fair program not only get around well 
enough to understand what is going on at our trade fairs, but also 
make appearances at the important fairs because of the effect it will 
have in connection with the fair projects. 

I think it is in the light of this that Mr. McClung has stated in 
accordance with directions I have given him that he should plan to 
attend a number of these fairs and, certainly, I am holding him 
accountable to know what goes on at these fairs in these various coun- 
tries. 

Mr. Rooney. The question was: “What sort of trip was this cere- 
monial trip?” 

Mr. McCieixian. In regard to that T think this is what is contem- 
plated: T expect myself to attend at least 3 or 4 or 5 of the fairs. 
Mr. Weeks did so last year. Since the beginning of the first fair at 
Rangkok in 1954 the Trade Fair Director has attended many of the 
fairs which were in part ceremonial. By that IT mean he attended the 
fair on the opening dav and made an address at the fair or something 
of that sort. As an official of the Government of the United States, 
he has a part in the ceremonies on the opening date, and T think it is 
important that that responsibility be met. 

Mr. Rooney. Are vou going to make a speech there also? 

Mr. McCretian. Yes, sir. 

Mr. Roonry. Where ? 

Mr. McCretian. T shall be making speeches myself I believe, in 
Turkey, Greece, and Stockholm, Sweden, and in Syria in the next 3 
months. 

Mr. Roonry. That is fine. 

Mr. McCreiian. I have already attended in the last year one of the 
fairs in the Dominican Republic. 


ADDITIONAL POSITIONS FOR THE BUREAU OF FOREIGN COMMERCE 


Mr. Roonry. I note you need some more positions with regard to 
the Bureau of Foreign Commerce, and as a result thereof you will 
raise the expenditures from $20,810 in the past year to the sum of 
$124,733 for permanent positions in the coming year. 

Mr. McCuiune. I would like Mr. Hawk to answer that. He is Di- 
rector of the Trade Missions Group. 

Mr. Hawk. Mr. Chairman, that represents an actual increase from 
trade fair funds of 2 people averaging grade 12 salary. Those two 
people are for the purpose of strengthening the actual program of 
specific preparation of teams for their work abroad, and for taking 
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on the additional three trade missions which are contemplated this 
year. 

Mr. Roonry. The difference between $86,512 in the current year 
and $124,733 in the instant budget is $38,221 if my figures are correct. 
What is the breakdown of that 4 

Mr. Hawk. The breakdown, I believe, is given on the green sheet. 
Mr. Moore, do you have that page citation ? 

Mr. McCiune. We will get it. While we are waiting for that, I 
would like to say—— j 

Mr. Rooney. It has taken quite a time. 

lam prompted to inquire into this because I have a suspicion that 
this is what might have been called in New Deal days a beefing up of 
the program. 

Mr. McCiune. Mr. Chairman, while we are waiting, here are books 
about the overall publicity and background of what has happened in 
this last year. We have six of them. I thought the various commit- 
tee members might want them. So, they are here in case anyone cares 
to look at them. 

Mr. Rooney. All right. 

Mr. Hawk. Mr. Chairman, I have that breakdown that I spoke of 
by grades. 

Mr. Roonry. Very well. . 

Mr. Hawk. There are now in this particular fund 1 gerade 15, 1 
erade 14, and 3 grade 13's. 

Mr. Roonry. May I see what you are reading from / 

Mr. Hawk. Yes, sir. 

Mr. Rooney. We might save time if I look at it. 

Mr. Hawk. Yes, sir. 

Mr. Rooney. This does not help answer the question. 

Mr. Hawk. Whet is your question, sir? 

Mr. Roonry. The question is “What is the explanation of the 33s,- 
21 difference bet ween the amount of $86,512 in the current year and 
$124,733 in the coming year?” 

Mr. Hawk. The ditference, I think, is due to the time during the 
year when the people were hired. This started, as you know, in the 
preceding year with a very low support rate, and not all of those 
people were put on for the full year. This also reflects a change in 
the amount of support which the regular statf of the Bureau of Foreign 
(Commerce had to give to get this program off the ground. 

Whereas, in the earlier year of this program we had to devote 
large part of our regular staff to this program, we were able this year 
with this head count of 18 to take up in the latter part of the year a 
large number of those positions. 


AVERAGE SALARY COSTS 


Mr. Rooney. What is the average pay or salary under this program 
at the present time ? 

Mr. Hawk. I do not have that information, sir. We could supply it 
for the record. 
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(The matter referred to follows :) 


Explanation of personal service increase and average salary 


1956 average 1957 average 
salary salary 


Total permanent er at | $6, 652 
Deduct lanse............ : i 4, 153 
Net permanent__.....-.. a 2 ae ae, 6, 930 





Mr. Rooney. If you divide 15 into $86,512 you will find what the 
average is in the present ye: ur, and if you divide 18 into $124,733 you 
will find what the average is in the coming yeat 

Mr. Hawk. They tell me the average which you mentioned is $5,800 
for fiscal year 1956 and increased to $6,700 in fiscal year 1957. 

That increase is for the purpose of eetting a couple or 3 more—it is 
2, actually—top analysts so that we can launch that part of the pro- 
gram on which its future success depends, namely, the making of the 
schedule ahead and the preparation of an agenda for these meetings 
with the business groups abroad, the preparation of substantive papers 
to back up that agenda, and the working with private business groups 
so that we can continually i improve the caliber of people working on 
this program. That is the type of thing we are talking about in “this 
program. 

Mr. Roonry. These two people that you mentioned come to what? 
About $15,000 ? 

Mr. Hawk. There would be 2 grade 12’s. 

Mr. Roonry. Grade 12’s start at about $7,500 a year; do they not / 

Mr. Hawk. Yes, sir; that would be about right. 

Mr. Rooney. That would be $15,000, and if you take $15,000 from 
$38,000, you still have $23,000 to explain. 

Mr. Haw kK. The other amount, sir, is the difference in the total man- 
years worked, I believe. 

Mr. Rooney. No. We are working on man-years in both years in 
making this comparison for 1956 and 1957, to wit, 15 in 1956 and 18 in 
1957. 

All right; that is enough on this. 


OTHER PERSONAL SERVICES COSTS 


What is this Jump in “Other personal services” costs from $8,448 in 
1956 to $20,000 in 1957 ? 

Mr. Hawk. That is explained on page 64 of the justifications but I 
shall be glad to " xplain it further. 

Mr. Rooney. I do not see any figures on page 64 except the $20,000. 
Is that. what you are referring to? 

Mr. Hawk. Yes. That is to permit the hiring of intermittent 
services of various types of specialists such as export- -trade specialists, 
import-trade specialists, marketing specialists and so on, to work with 
us on a temporary basis during workload peaks, such as the people 
during the summer in preparation for the fall fairs, and the people in 
the early spring in preparation for the spring fairs. 
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That is designed to accomplish 2 purposes: (1) is to provide that 
extra staff that you need to get over the humps; (2) to bring in outside 
ideas and practical advice on methods of doing business which is the 
essence of this program. 

CONSULTANTS 


Mr. Roonry. At this point we shall insert in the record the first 


paragraph of page 64 of the justifications. 
(The page referred to follows :) 


OBTAINING NEW IDEAS AND ASSISTANCE FROM BUSINESS IN Di 
PROGRAMS 


VELOPING PRACTICAL 


A request for $20,000 is included to permit procurement of intermittent serv- 
ices of various trade and marketing specialists from business and research 
organizations. It is desirable to bring to Washington working groups of busi- 
nessmen specialized in foreign trade, marketing, licensing, investment, etc., in 
order (1) to plan specific programs for each country and (2) to outline, and 
prepare a part of, the papers required to implement such a program. A staff 
composed solely of permanent Government workers could not be large enoug 
to provide the new ideas, practical business experience, and the wide variety of 
specific trading knowledge that can be obtained from part-time consultants. 


EMPLOYEES OF PRIVATE BUSINESS AND CORPORATIONS WHO RECEIVED 
GOVERNMENT FUNDS 


Mr. Roonry. On Thursday last we requested some sort of state- 
ment with regard to people from private business and corporations 
who had received Government funds under this program. 

Mr. McCuetian. Yes, sir. 

Mr. Roonry. Do you have that information ¢ 

Mr. McCiunea. Yes, sir; I do have that. Here are a number of 
copies of it. 

Mr. McCietian. I might say, Mr. Chairman, that this is a list of 
all of the men who were sent out on the trade fair program as members 
of what we call marketing missions. These are men enlisted by the 
Department whose expenses are paid but who received no salary from 
the Government for their services. 

Mr. Rooney. They were being paid at the same time by the various 
corporations that they represented; were they not ? 

Mr. McCie.ian. I would imagine in most cases, yes. 

Mr. Roonry. How many of the companies that they were employed 
by had exhibits at the fairs which they attended ? 

Mr. McCietitan. Would you answer that, Mr. Hawk or Mr. Mc- 
Clung? Mr. Hawk can answer that. 

Mr. Hawk. There are two aspects of that. One was whether they 
had products in the central exhibit, and there were none. The other 
aspect is whether their companies were directly represented in a pri- 
vately paid for exhibit, completely under their control outside of the 
United States Government pavilion. The answer there, again, is none. 

Since many companies are not familiar with the exhibition of certain 
products—for example, a foreign agent represents many companies 
of many different countries—it is possible that an American product 
may have been in one of those foreign agent’s exhibits without the 
knowledge of the company. 

We have a definite policy that if a man supplies a product for the 
United States central exhibit we do not want him on our trade mission. 

78170—56—pt. 2-—-9) 
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Secondly, if to our knowledge that company is directly exhibiting 
outside the United States central exhibit, again, we do not want him 
on the trade mission. 

Mr. Rooney. Let us take as an example Mr. J. Joseph Cranmore, 
of the American Machine & Foundry Co., who went to Stockholm. 
Did the American Machine & Foundry Co. have an exhibit in connec- 
tion with the fair there at Stockholm ? 

Mr. McCiune. No; they did not. 

Mr. Rooney. We shall at this point in the record insert this state- 
ment with regard to business members of the United States trade mis- 
sions to International trade fairs concerning whom there was expended 
Government funds. 

(The matter referred to follows :) 


During the fiscal year July 1, 1955, to June 30, 1956, 36 men from private 
business have served on trade missions to 16 international trade fairs (9 of 
these businessmen served on more than 1 fair). Services of these men were 
donated by private American companies in the following lines of business: 
manufacturing, export-import, retailing, banking, investment and finance, trade 
associations, publishing, advertising, shipping. 

For the period of their service on such trade missions sent out under the 
sponsorship of the United States Government, these private businessmen repre- 
sent and are working under the rules of the Department of Commerce—they do 
not represent their companies in any way. 

The Department of Commerce obligated a total of $78,750 in fiscal year 1956 
to cover the overseas travel of the 36 members drawn from private industry to 
serve on trade missions to 16 international trade fairs. 

It is the policy of the Department of Commerce not to include on trade missions 
members from private companies who are supplying products for exhibit in the 
United States Government display or in private company exhibits. It is poss ‘ble, 
however, that products of American companies may be exhibited by their foreign 
agents, many of whom represent many different companies both United States 
and foreign, without the knowledge of the American concern. In these cases it 
would not be possible to ascertain in advance, just what American products will 
appear at the fair. 

There follows a list of business members of United States trade missions to 
international trade fairs during the period July 1, 1955, to June 30, 1956. 





30, 1956 


July 1, 1955 to June 


Business members of United States trade missions to international trade fairs, 
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EXPENSES FOR TRIP TO JAPAN 


Mr. Rooney. I notice that you have a representative of the J. Walter 
Thompson Co., the advertising firm, Mr. Vergil D. Reed, listed here. 

How much in Government funds was expended with regard to his 
trip to Japan? 

Mr. Hawk. I do not have the specific voucher, but the ordinary cost 
for a trip to that part of the world is in the neighborhood of 800. 
Mr. Rooney. And do you think it was a good expenditure as far a 

the taxpayers are concerned ? 

Mr. Hawk. It was a wonderful expenditure because Mr. Reed is 
well known as a market research man. He is former Acting Director 
of the Census Bureau and he knows very many things about different 
American industries. He was, therefore, able within our terms of 
reference to offer practical advice and gain the respect of many of the 
Japanese whom he met. 


CONTRIBUTION TO CAMPAIGN EXPENSES 


Mr. Rooney. He would not be the fellow who got out the letter 
demanding—maybe the word should not be “demanding”—suggest- 
ing that it might be well for everyone in the J. Walter Thompson Co. 
to contribute to the Eisenhower campaign committee ? 

Mr. Hawk. That I would not know, sir. 

Mr. McCuiune. I do not believe, sir, that there was such a letter. 
Maybe I should not introduce this here, but as an ex-.J. Walter Thomp- 
son man I never heard of it. 

Mr. Rooney. A story was in the press last week. 

Mr. McCuune. I happen to know that Vergil Reed was working 
for Mr. Stevenson in the 1952 campaign. 

Mr. Roonry. Well, Iam glad to hear that. 

Mr. McCiunc. Maybe I should not introduce it here, but he is a 
friend of mine, and I do know that he was working in the Stevenson 
campaign. 

Mr. Roonry. There was something in the press about the J. Walter 
Thompson Co. to the effect that they were circulating a letter to their 
people suggesting contributions in the coming campaign. 

Mr. McCrune. I do not know. 

Mr. Roonry. Maybe I have the wrong advertising firm. Was there 
not some such a thing in the press in the past week ? 

Mr. Crevencrer. Maybe he became enlightened during the past 4 
years. 

Mr. Roonry. I want to see if my memory is slipping. 

Mr. McCune. I have not seen it. 

Mr. Roonry. Does anyone here recall having seen anything at all 
in the press with regard to the J. Walter T hompson Co.? 

Mr. Know tes. I saw it in the paper. 

Mr. Rooney. Do you still doubt that such a thing happened? 

Mr. Haws. No, sir. 

Mr. Rooney. I do not remember who the man was, and whether it 
was Mr. Reed or not, but I just wanted to make sure I was not slipping. 

Mr. McCune. I do not mean to get off on the side. I should like 
to say, as Mr. Hawk has suggested, that Mr. Reed is one of the world’s 
top authorities on population and its movement, and I did not know 
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he was in this until I got down here, but I should think he would have 
been a good man. 


TOTAL COST OF TRAVEL FOR BUSINESS MEMBERS OF UNITED STATES 
TRADE MISSIONS 


Mr. Rooney. I see that American Machine & Foundry had another 
representative—the same gentleman, sent to Vienna as well as to 
Stockholm. Is that correct? 

Mr. Hawk. That is correct. 

Mr. Roonry. And to Berlin ? 

Mr. McCrettan. Quite frequently we duplicate, where we have a 
marketing team developed, trained and enlisted, and we send them to 
several of the countries. That has been our practice. It saves costs 
and also makes full use of the time of the men sent overseas, and 
increases the effectiveness of the work. 

Mr. Roonry. What was the cost of the travel for all the distin- 
guished gentlemen mentioned in this table? 

Mr. Hawk. The amount obligated to take care of their travel 
vouchers was $78.750 for the 36 men who covered 16 areas 

Mr. Roonry. What is the average? 

Mr. Hawk. The total amount, $78,750. That average comes out to 
around $2,200. 





CONTRIBUTION BY PRIVATE BUSINESS FOR THE COST OF BUSINESS ADVISERS 


Mr. Chairman, would it be in order for me to mention the private 
business contribution in paying for the cost of private business ad- 
visers ? 

Mr. Rooney. Certainly. 

Mr. Hawk. There are three elements which represent private busi- 
ness costs: (1) The salaries of the men for periods ranging from 6 
weeks to 3 months; (2) the excess of their living and traveling ex- 
penses above the amount which the Government allows; (3) the loss 
of their services to the company itself for the period of their service 
for the Government. 

In contrast to that, the Government pays the transportation costs 
and the travel per diem at the official rates established by the Bureau 
of the Budget for each country, which ranges from $6 to $16 per day 
while on official business. 

Mr. McCrietian. You mean the Government pays that? 

Mr. Hawk. The Government pays that last p: wt; yes. 

Mr. Crevencer. That figure is less than some of these cultural 
groups. 

Mr. McCtietian. In our side of it we are doing our utmost in the 
administration of the trade fair program not only to be efficient. but 
to be effective. 

I mentioned last Thursday that Mr. McClung’s background and 
experience, plus the experience we have had thus far in the trade fair 
program, gives me personally great confidence in the efficiency with 
which this program will be carried out in the fiscal year pr esently 
under consideration. I feel good about what Mr. McClung is doing 
with the associates in his office in developing a sound program to do 
an efficient job. 











ADDITIONAL REQUIREMENTS FOR OFFICE OF SECRETARY 


Mr. Rooney. In addition to the beefing up to which I referred a 
while ago in the Office of International Trade Fairs, you also seek 
beef up the Office of the Secretary of Commerce as shown on page 

65 of the justifications by adding 5 additional employees. Are these 
people in the Office of the Secretary at the present time ? 

Mr. Moore. Yes, these people are. If I may explain this item, sir: 
During the past year, or since the trade fairs started, the administra- 
tive support for the trade fairs has been borne by the regular appro- 
priations of the departments participating. 

Mr. Rooney. That was my next question. A “Yes” answer would 
have saved some time. They are on the payroll right now. 

Has the Office of the Secretary been cut in the regul: ar annual 1957 
supply bill 

Mr. Moorr. These were taken into consideration and were not cut. 

Mr. Roonry. They were continued ¢ 

Mr. Moore. Yes, sir. 

Mr. Rooney. Then why do we have them in this budget? 

Mr. Moore. They are in this budget for the simple reason that the 
support for this program and the workload which was required has 
taken five full-time positions in the Accounting Branch. Therefore, 
during this past year, month by month, our activities have been later 
and later. Our reports going into the Treasury Department also have 
been very late. We did not have : any additional money to replace these 
people, so when the budget went up, our regular supply went up, this 
Was e xpl: ined on both sides. They told us to ask for this money, and 
since these people were directly related to this pone am they would in- 
crease this side of it rather than our regular 5. and E. program. 

Mr. Rooney. In a letter of the President, dated August 16, 1955, 
with regard to this program, there were these sentences : 

I wish to emphasize that these funds are to be used solely for expenses directly 
chargeable to approved projects or to administrative expenses of the program. 
Direct administrative expenses chargeable to the program should be kept to a 
minimum and agency overhead should be met from the general funds of the 
participating agencies. 

Am I reading correctly ? 

Mr. Moore. You are, sir. The only difference is that the Office of 
the Secretary has an Accounting Branch, which provides accounting 
services in addition to the Office of ihe Secretary to others, including 
the Office of International Trade Fairs, this matter was thoroughly 
explored at the Bureau of the odes at which time it was determined 
that these five positions were full time on the trade fair program. 

Supervisory or incidental work that goes on is supported by the 
regular appropriation. 


FAIRS BEHIND THE IRON CURTAIN 


Mr. Rooney. At pages 26 and 27 of the justifications, which have 
previously been inserted in the record, we find a chart with regard to 
the proposed program for 1957. I direct your attention particularly 
to the item for $1,200,000 entitled “Fairs Behind the Iron Curtain.” 
Where are those fairs to be held? 

Mr. McCieiian. May we go off the record for a few moments? 
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Mr. Rooney. TI don’t know whether or not we should. You brought 
these pages up a while back stamped “classified,” and now they have 
been declassified. 

What is secret about this? 

Mr. McCretian. There is nothing secret about any of the docu- 
ments before you. 

Mr. Rooney. They were secret previously, weren't they, or classified 
to some extent ? 

Mr. McCretian. They came in marked “confidential.” 

Mr. Roonry. Who marked them confidential ? 

Mr. McCievtian. I don’t know; but I changed it. 

Mr. Rooney. Where did you get them? When you got them marked 
“confidential,” from whence had they come? 

Mr. McCtetian. I saw them first, of course, when they came through 
our own Trade Fair Office. The point is simply that we wanted to 
make certain there would be no needless marking of confidential on 
any of the documents which came up here or elsewhere. We recog- 
nize at the same time, Mr. Chairman, that in this whole area—— 

Mr. Roonry. My question is who was it who marked them con- 
fidential ? 

Mr. McCietian. I don’t know. 

Mr. Roonry. Where did you get them ? 

Mr. McCietian. From the Trade Fair Office. 

Mr. Roonry. Can anybody here tell us how they were marked 
classified ? 

Mr. McCruna. I am afraid I cannot answer it categorically. I do 
know this, though: 

In our discussions within the Commerce Department there was 
feeling all through the group that we should be able to deal with these 
questions without going off the record. The pages came to me marked 
“confidential”. 

Mr. Rooney. They were sent up to this very room marked “classi- 
fied.” 

Mr. McCiuna. I know they were, sir, and I think we owe you an 
apology for it. After our discussion we got together with the USIA 
people and with the State Department, and we went fhrough not so 
much the figures here but the explanations which go with these 
figures and we made certain deletions, after which it was satisfactory 
both to State and USIA that we declassify the material. 

There are changes in words between what is in the justification now 
and what was in the justification earlier. 

If you ask me whether the classified material should have been in 
the earlier version, I must answer you no, that it should not have 
been there earlier. 

Mr. Roonry. Now, let us get to an explanation on the record of this 
item entitled “Fairs Behind the Iron Curtain,” $1,200,000. 

Mr. McCrietian. To answer you directly on that, Mr. Chairman, 
we do not know at this time in what countries those planned fairs would 
be. It is obvious that in order to have them operate at all there would 
have to be a satisfactory arrangement made, I mean satisfactory from 
the standpoint of our foreign policy and also arrangements specifically 
satisfactory to all parties concerned. 





WwW e are cert tainly not in a position to negotiate that until authoriza- 
tion is given to permit it. We have not felt that we wanted to name a 
country until we had the authority and had made some advances to 
find out what could be accomplished. 

Mr. Roonry. Would you send trade teams into these countries? 

Mr. McCuexian. I think not. 

Mr. Rooney. Are you sure? 

Mr. McCiecxian. It depends on the country. 

Mr. Rooney. I expect all these answers to be as of the moment. 

Mr. Hawk. There is no figure in the budget for that purpose. 

Mr. Roonry. In other words, there is nothing here which would 
cover expenses of trade teams to any fairs behind the Iron Curtain? 

Mr. Hawk. That is correct. 


COST OF FAIRS BEHIND THE IRON CURTAIN 


Mr. Rooney. How did you arrive at this amount of $1,200,000 ? 

Mr. McCuiune. We arrived at it this way, at least, this is the way 
I approved of it: 

In my opinion, we should go into a very few such fairs, and that 
those we did go into we should go into on an extensive basis so that we 
are sure that when we show the face of the United States of America 
behind the Iron Curtain, we show the best face we possibly can. 

Looking at some of our bigger fairs in places where we get close to 
the Iron Curtain, such as Kabul, Afghanistan, and New Delhi in 
India—— 

Mr. Rooney. How much would we spend in Kabul ? 

Mr. McCiene. $270,000, I believe it is. That is what I was getting 
at. It seems to me that between $300,000 and $400,000 is required. In 
New Delhi where we had a much larger exhibit we spent over $500,000 
Jast year. The $1,200,000 represents 3 or 4 fairs with a very top dis- 
play in each. 

When I think of these Iron Curtain situations, well, I lived for many 
years in Chicago, and we have more Poles in Chicago than there are 
in a lot of cities in Poland. There are ties that attach the United 
States to a country like Poland which run way back to the Revolu- 
tion. Tuse that just asan example. 

We know there must be hundreds of thousands of people in coun- 
tries like Poland that are hungry for a look at what is really hap- 
pending in the United States. 

If we look back at our criteria set up by the Operations Coordinating 
Board, the first is to counteract Soviet propaganda, second is trade, 
the third is the possibility of reaching audiences behind the Iron Cur- 
tain. Thatisthis one right on the nose, it seems to me. 

The fourth criterion is back up American foreign policy, and I be- 
lieve we do not have to go off the record to say th: it American foreign 
policy calls for us to try to keep alive the spark of fire for the insti- 
tutions of freedom behind the Iron Curtain everywhere. 

It is with that in mind that we put this figure in here. We would 
not spend any of this money without a complete go-ahead from the 
Operations Coordinating Board, without a complete go-around with 
State in all its ramifications, and without complete agreement by all 
of the groups concerned as to exactly what we were going to try to 


do. 
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The project is so big that we could not find enough money in our 
regular budget to do this without eliminating a great deal of what 
is in the budget now. 

I think it is fair to say that the amount provided in the 1957 budget 
for the other fairs is held toa minimum. 

Mr. Rooney. As we sit here today can you tell us definitely whether 
or not you are going to be represented at any particular fair behind 
the Iron Curtain ? 

Mr. McCieiian. No, sir. 


MOBILE FAIR 


Mr. Roonry. What about this mobile fair, $400,000? 

Mr. McCiune. The mobile fair idea started much larger in our 
thinking, and in my own personal thinking, but I soon reached the 
conclusion that this is something we should move into slowly. 

There is a great need for it. I think of places like Cairo. IL hap- 
pened to be in Cairo a little over a year ago, and at that time there 
was what we would call a mobile trade fair exhibit by the Czechs 
there. 

That was followed in Cairo by a Russian exhibit, and that was fol- 
lowed by one given by the Rumanians. Then there came another Czech 
exhibit. 

There now is a Red China exhibit in Cairo. 

I went there to see what we could do about getting into a trade fair 
that the Egyptian Government then was talking about. They have 
been talking about it ever since and they have never gotten around 
to having this trade fair. 

The same thing happens in various other parts of the world. In 
many areas the trade fair as such does not exist, and yet we have the 
need to carry forward our work in those countries. 

I think if we had a quarter million dollars that we could build a 
building and equip it so that the very building itself would be a tre- 
mendous exhibit of the strength, the know-how, and the scientific 
advances of our country. 

I would like to start out building one of these mobile exhibits in 
cooperation with the makers of aluminum, in cooperation with the 
makers of plastics, with the air-conditioning people. With a large 
part of the contribution coming from those firms I think we could 
build a mobile exhibit which would be extraordinarily successful. 

Then the rest of the $400,000 would take the exhibit to 3 points at 
a cost of roughly $50,000 each. I believe we can build an exhibit 
which will accommodate at least 25,000 people a day, and I think we 
‘an keep the exhibit operating at least half of the year so that we 
will come out with a very low cost per observer, or per person reached. 

In other words, it will be an addition to these proven low cost 
media of trade fairs. It will supplement the regular trade fairs, 
but only on a prototype basis, that will let us see whether a bigger 
investment in mobile fairs would be worthwhile. It will let your com- 
mittee see whether more mobile fair exhibits would be worthwhile. 
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COST OF MOBILE FAIR EXHIBITS 


Mr. Roonry. How did you arrive at the figure of $400,000? 

Mr. McCuiune. Roughly by providing $250,000 for the building 
of the exhibit, which in the light of our other experience with build- 
ings we think is about right, and $50,000 for showing the exhibit at 
each of 3 different places. 

Mr. Rooney. That would be $300,000 ? 

Mr. McCuiune. $250,000 for the exhibit and $50,000 for each of 3 
showings. 

Mr. Roonry. Do you have a breakdown of the $250,000 ? 

Mr. McCtiune. No, I haven’t a breakdown of the cost because we 
are really starting completely from scratch. That is a matter of 
judgment, but I feel sure that to get an exhibit worth carrying to 
other countries, worth setting up, and operating in an area for 6 
weeks or 2 months, and then demounting and moving that we would 
have to have that amount of money, or approximately that amount. 


IZMIR FAIR 


Mr. Rooney. I notice with regard to the Izmir, Turkey fair you ask 
$166,400 in 1958, whereas the total in 1956 and 1957 was $162,110. Are 
my figures correct ? 

Iam told lam inerror. That figure should be $162,120. 

Are my figures correct? 

Mr. Know tes. Yes, sir. 

Mr. Rooney. Why do you need in the second year of the fair, 
$166,400? 

Mr. Kwnowtes. There is no trade mission included in the 1958 
figures. 

Mr. Rooney. According to page 27 of the justifications, you have 
$6,900 included for a trade mission in 1958. 

Mr. McCiune. You say there is none this year but you are hoping 
to have one next year? 

Mr. Rooney. That is not what he said. 

Do you want to correct your statement ? 

Mr. Kwnowtes. Yes, sir. In both years, total cost includes the 
trade mission. 

Mr. Rooney. Then we get back to the first question: Why is there 
such an increase as this in the year 1958? 

Mr. McCiune. I can answer that. 

Mr. Roonry. Very well, Mr. McClung. 

Mr. McCuunc. We went into Izmir this year at the last minute 
under the urgent solicitation of some people in the field, of the Km- 
bassy in Ankara and the consul general of Izmir. 

We took what space we could get. 

I was in New York looking over our plans on Friday, and I was 
amazed at the small amount of space we have in Izmir. Space there 
is not particularly expensive, but the difference is actually that next 
year I would like in Izmir a far better space and position than we have 
now. We have only about 5,000 square feet now which is not enough 
to do much of a job. 

Mr. Rooney. That wouldn’t answer the question, because in 1956 
you had $40,000; in 1957 you had $122,120; now you want to go to 
$162,000. 
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Mr. McCune. This is all one fair, sir. You add the $40,000 to the 
$122,000—looking now at page 28—and that may be confusing. What 
page 28 means is that of the total cost of the Izmir Fair in 1957, 
3162,120, we get the money in the way shown here. 

Mr. Roonry. I understand now. 

The question still stands, however, as to how this cost would 
reach $166,400 in 1958. 

Mr. McCune. There is about $4,000 difference in fiscal year 1958 
over 1957. That means we are going to use that $4,000 to buy better 
space. We haven’t got good space now. It is the only space we were 
able to get this year. 

Mr. Rooney. How much did the space cost us? 

Mr. McCiune. We cabled $5,000 to the Embassy of which, not to 
exceed $4,000 was for site rental, and the balance was for incidentals. 


ZAGREB FAIR 


Mr. Rooney. Now with regard to Zagreb, Yugoslavia, you ask for 
$137,600 in 1958. Is that correct? 

Mr. McCriune. $137,000-plus. That is right. 

Mr. Rooney. This would compare with $98,800 in 1956 and 1957 
funds ¢ 

Mr. McCiune. That is right. 

Mr. Roonry. What is the alleged necessity for this increase? 

Mr. McCuune. That is represented by the fact that the Depart- 
ment of Agriculture this year is joining with us in the Zagreb fair, 
and in several of the other fairs, which has allowed us to save con- 
siderable money. 

If we look at Zagreb we see that actually the overall cost of the 
Zagreb Fair is $178,800. 

Mr. Roonry. What is that? 

Mr. McCuune. If we look at page 51, which shows the combined 
operation of the Department of Agriculture and the office of Inter- 
national Trade Fairs on five fairs this year, we see that the total spent 
by both departments in a joint exhibit at Zagreb is $178,800. 

Mr. Rooney. I still don’t see how that accounts for your request to 
jump from $98,800 to $137,600. 

Mr. McCuiune. It costs $178,800 to do a good and adequate job at 
Zagreb, which is another one of these points right under the shoulder 
of the Iron Curtain. 

One page 51 you see that of that $178,000, $98,800 is ours and 
$80,000 is contributed by the Department of Agriculture. 

This year we get this rather tremendous help because the Depart- 
ment of Agriculture has certain things of its own which it wants to 
do in Zagreb; yet the things they want to show are helpful to us, too, 
so that we can use their exhibit and combine it with ours and present a 
combined picture of America at some saving to our budget. 

Mr. Rooney. Why not do the same thing in 1958? 

Mr. McCiune. We don’t know that they will have this money. As 
far as I know they have no plans to have it at this time. 

Mr. Rooney. Is it possible? 

Mr. McCuune. Somebody who knows Government better than I 
would have to answer that. It comes under Public Law 480, this 
program to sell surplus goods. Whether they will be selling surplus 
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goods in Yugoslavia next year I don’t know. As I understand it, 
they have no plans to do so at this time. 
If they do we certainly will go in with them again. 


LONDON FOOD FAIR 


Mr. Rooney. What is the advantage in our being represented at the 
London Food Fair, if any ¢ 

Mr. McCune. It is the only place, the only showing we will have 
in Great Britain of any kind this year. 

Mr. Rooney. Why do we need any showing in Great Britain ¢ 

Mr. McCiune. I think we should show over there. However, I must 
say that this is a compromise. 

The British Industries Fair from a straight Commerce Department 
standpoint might be a better place for us to show. The Department 
of Agriculture wished very much to go into the food fair, and they had 
no dollars whatever over there. 

To get the advantage of their local currencies in the other places, 
we advanced them dollars in London in return for their full support 
in places such as Zagreb, Vienna, and Salonika. So we said “All right, 
in London we will move over in your fair. 

It is a compromise. The London fair will cost us only $32,000. It 
isa lot of money, and I wish I had it, but it is not—— 

Mr. Rooney. That is no great amount of money when you consider 
a program like this. 

Mr. McCrennan. It is important from another standpoint. The 
Ambassador and the Embassy in London has urged us to participate. 
We have gone in on what we consider to be a limited basis by working 
with Agriculture in the main because it is more important to their 
program than we think it is in the trade fairs per se. 

But. we think it is warranted to go into this extent. This is a com- 
promise agreement which came out so far as our office was concerned. 

Mr. Rooney. Questions, Mr. Clevenger 4 

Mr. Cievencer. I believe not. 


Program Coordination, DEVELOPMENT AND Promorion 
ALLOCATION TO UNITED STATES INFORMATION AGENCY 
Monpay. Junr 18, 1956. 


Mr. Rooney. The next phase of this concerns the allocation to the 
United States Information Agency, breakdown of which is to be 
found at page 82 of the justifications, which page we shall insert at 
this point in the record, together with pages 84, 85, 86, and 87. 

(The matter referred to follows:) 


PRESIDENT’S SPECIAL INTERNATIONAL PROGRAM 
ALLOCATION TO UNITED STATES INFORMATION AGENCY 


This portion of the estimate is for program development and coordination, 
and for promoting and publicizing, abroad, artistic and athletic presentations 
and United States participation in fairs approved by the Interagency Commit- 
tees of the Operations Coordinating Board. 
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It is essential that maximum psychological impact be derived from the pres- 
entation of artistic and athletic attractions to overseas audiences and the 
participation in fairs. Full promotion of these events affords an opportunity 
to increase substantially, at small cost, the effectiveness of the program financed 
by the President's fund. Promotion increases both the intensity of the im- 
pression created on important segments of that audience and the size of the 
audience reached by the program. By highlighting the activities of our cultural 
performers and our participation in trade fairs, public affairs officers at United 
States information Agency posts overseas are creating lasting, favorable cli- 
mates of opinion in many lands. 

Following is a comparison of the 1957 estimates for these three activities with 
the developed and approved programs for fiscal years 1955 and 1956: 


By activity | Fiscal year Fiscal year Fiscal year 
1955 1956 1957 


(a) Promotion of artistic and athletic projects $62, 167 $123. 617 $154, 400 
(5) Promotion of international fair participation _ —- : 23, § 74, 521 | 108, 200 
(c) Program development and coordination 32, 125 31, 600 50, 000 


(d) Total program, actual and estimated - 229, 738 312, 600 
(e) 1955 allocation available in fiscal 1956 7: —39, 738 


(f Total allocation to U.S. Information Agency : 57, 54 190, 000 


Promotion of cultural program by fiscal year 


1956 1957 


By types of projects , 
Promotion Cost Promotion ost Promotion Cost 
points points points 


Symphony orchestras : $15, 432 | 65 $37, 064 2, 400 
DE a eae Saat 22 9, 000 ), 000 
Musical comedies and plays ‘ 11, 802 3 7, 41: 26 3. 000 
Other musical groups adie 52 13, 310 40 9, . 500 
Ballet and dance groups y 12, 064 41 14,3 , 000 
Drama groups - ees 2 1, 064 | 25 9, 000 
Individual artists (or duos) - - lL: 2, 213 195 500 
Sports projects____- 2a2 | 38 000 
Musical recordings-.-..------- - Soe 5, 000 
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B. Promotion of international fair participation 

Funds for promotion of participation in fairs are used for appropriate photo 
and newsreel coverage of United States official exhibits and private exhibits, 
for effective placement in local newspapers, periodicals, and movie theaters; 
for arrangements for contracts with special audience groups by means such as 
setting American Days at the fairs and arranging gatherings which bring to- 
gether American business and commercial representatives with local government 
dignitaries and other key foreigners; and for surveys designed to indicate the 
effectiveness of United States participation in key fairs. 

In fiscal year 1956, $74,521 has been allocated for promotion expenses in 
connection with United States participation in 18 international trade fairs 
at an average promotion cost of approximately $4,140 per fair. Most of these 
funds have been obligated and obligations liquidated. 

The fiscal year 1957 estimate of $108,200 for promotion of fair exhibits and 
trade teams comprises : 


(1) 20 trade fairs in the free world (average $4,075 each) = _ $81, 500 
(2) 3 trade fairs behind the Iron Curtain (average $5,366 each) _____-_ 16, 100 
(3) 3 showings of mobile fair-exhibits at non-trade-fair locations (aver- 


me 


age $3,533 each) ; 1a ere __ 10,600 
De ae ee 108, 200 

Nothing is included in these estimates for exploitation of the fiscal year year 
1958 fairs included in the Commerce Department section of the estimate. 


Total, 26 locations (average $4,161 each) — 
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Following is a breakdown of the estimate by activity. 


Promotion of and publicity for international trade fairs 





Type of activity Promotionet| Promotion | Total esti- | Percent 
exhibits | trade team | mate 





1, General expenses: Individual contacts with local 
government officials and opinion leaders and 
with business and fair officials; official A meri- 
ean Day receptions; travel of opinion leaders 
to see exhibits and special consultation on 
political questions and information policies_- $11, 900 $7, 000 $18, 900 

2. Press conferences and contacts, travel of journal- 
ists for special promotion purposes. _--- --- 

3. Media services: Newsreel coverage; radio tapes 
and radio coverage; special journalistic cover- 
age; publication and photo coverage; photos of 
contributions of private industry to U. S. 
Exhibit to stimulate future participation; TV 
coverage and consultants. ........-......-....- 36, 500 7 44, 400 

4. Evaluation surveys.....-....-..----.--- 31, 350 ‘ 31, 350 


8, 900 4, 650 13, 550 








108, 200 


EEN, PO IID... .natcdceeecccenses acca 5ss ; 19, 550 





Ea ey ; 3, 7 ( 752 4, 161 
6. Percentage by purpose ciel 18.1 100. 0 

















C. Program development, coordination and promotion 


This estimate provides for the employment of consultants and related travel 
and contractual services used directly by the Director of the Agency to assist 
him in the performance of his coordinating responsibilities in connection with 
the fund. ‘The regular staff of the Agency devotes such time as is required for 
policy and program guidance, budgeting, and contacts with private enterprise. 
The United States Information Service staffs overseas spearhead working groups 
in making firm arrangements for cultural events, for participation in fairs, and 
for promotion of the projects. All of these multiple services are rendered 
without charge to this fund. The items which make up the estimate are as 
follows: 





Fiscal year | Fiscal year | Fiscal year 
1955 1956 1957 
| 





Personal services-_-- $10, 298 $22, 940 $37, 950 
Travel. — 5, 323 8, 300 11, 000 
Other contractual services - ; 16, 420 192 882 
Taxes and assessments. _-- SF BEER can MM 168 168 


31, 600 50, 000 


PRM Seda Sas lonie seid ke dcdtipbinn ako motes : 32, 125 








Regarding the increase in personal services, the Agency has absorbed all 
administrative costs, both domestic and overseas, for the past 2 years, with the 
exception of WAE consultants, in connection with development and coordination 
of trade fairs and cultural presentations. However, for the past year two of the 
many employees involved in our operation have devoted their full time to this 
program and it is felt that it is improper to continue charging their salaries to 
the agency’s regular funds. Accordingly a special assistant to the Deputy 
Director, FSS-2, and a budget program officer, GS-13, have been included in the 
estimate for 1957. 

The increase in travel covers two overseas trips which are considered essential 
to proper development and control of program operations. 


Mr. Rooney. This request is in the amount of $312,600 as compared 
with a 1956 fiscal year appropriation of $190,000. 

How much of this appropriation has been expended for entertain- 
ment purposes ¢ 
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ENTERTAINMENT EXPENSES 


Mr. Srremerr. In fiscal 1955, a total of $55,608, and estimated for 
1956 a total of $120.615, divided between trade fairs and cultural 
presentations. 

Mr. Roonry. Do I understand that of the funds in the 1956 fiscal 
year, the total allocation to the United States Information Agency of 
$190,000, that $120.615 thereof would be used for entertainment ? 

Mr. Posner. Sir, the $120,615 estimated for fiscal year 1956 com- 
pares with $229,738 available to the United States Information Agency 
in fiscal year 1956. 

The allocation of $190,000 in fiscal year 1956 is increased by $39,738 
of fiscal year 1955 funds carried over into fiscal year 1956, since this is a 
no-year appropriation. 

Mr. Roonry. That would be over 50 percent, wouldn’t it? 

Mr. Srrerpert. Yes. 

Mr. Rooney. Fifty percent of the money turned over to the United 
States Information Agency is used for entertainment é 

I had no idea you were such an entertainer, Mr. Streibert. 

Mr. Srrerpert. This is used for a variety of purposes. 

Mr. Rooney. Is it used anywhere other than at trade fairs or in 
connection with these alleged cultural projects 4 

Mr. Srrerert. No, sir. Detinitely each expenditure making up 
these sums is in connection specifically with a particular trade fair or 
particular cultural presentation. 

Mr. Roonry. Do you have a statement with regard to the actual 
obligations in 1955 and the estimated obligations in 1956? In other 
words, what is the breakdown of these figures ? 

Mr. Srrerpert. I havea list of fairs here for 1956 and the amount of 
promotion expenses for each totaling the $31,116 shown for 1956. 

This is in rough worksheet form. 

Mr. Roonry. Do you have a statement with regard to the cultural 
presentations, $89,499 ? 

Mr. Srrerperr. Yes, sir. This is taken from the individual cards 
for all these cultural presentations and the amount of promotion con- 
tacts foreach. I might show it to you. 

The $89,499 allocated to cultural presentations is detailed on each 
one of those cards for each of the events. 


TRADE FAIR, MILAN, ITALY 
Mr. Roonry. How long in fiscal 1956 was the Milan, Italy Trade 
Fair ? 
Mr. Srreipert. I don’t know. 
Mr. Rooney. Is there somebody here who might know? 
Mr. Stvarp. It ran 6 days, I believe. 


Mr. Rooney. That is what I suspected. You spent $2,720 in those 
6 days? 


Mr. Strrerert. Yes. 


TRADE FAIR, PHNOMPENH, CAMRODIA 


Mr. Roonry. In Phnompenh, Cambodia, how long was that Trade 
Fair? 


Mr. Streimpert. From the 15th of November to the 4th of December. 
78170—56—pt. 210 
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Mr. Roonry. In that period of time at Phnompenh you were able 
to spend $3,000 ? 
Mr. Srreipert. Yes, sir. 


MUSIC RECORDINGS 


Mr. Roonry. What is this item—project number 67-66, entitled 
“Music Recordings,” with regard to which there was expended $5,000 
for entertainment ¢ 

Mr. Seesacu. That was for the purchase of records. These were 
for people in different places overseas so they could be used in the 
libraries to help promote listening, and for people who wanted to go 
to these performances. 

Mr. Roonry. How is it you have this listed in the column entitled 
“Photo”? Is that because there is no column that covers entertain- 
ment ? 

Mr. Posner. That must be, sir. We secure the breakdowns between 
the promotional contact expenses which are for personal contacts, 
receptions, and expenses of that type, and by the category of media 
services. We have broken our media services by photo, press, and 
I am not sure what the other category is. The card must be deficient 
in that it fails to identify that item more carefully. 

Mr. Rooney. Do you have any detail as to this item / 

Mr. Posner. The $5,000 item under musical recordings? 

Mr. Roonry. Yes. 

Mr. Posner. None other than what was explained by Mr. Seebach. 

Mr. Rooney. What sorts of recordings were they # 

Mr. Seesacn. Recordings of the Philadelphia Orchestra, for ex- 
ample, particular numbers which would be played on the program 
when that orchestra got to that particular city, or others which would 
serve to interest music students in the work of that attraction. It 
was not exclusively with symphony orchestras. I don’t know exactly 
where the records were bought. I believe it was by the Information 
Center Service. 

Mr. Posner. We can secure the details and provide them, sir. 


TEAHOUSE OF THE AUGUST MOON 


Mr. Rooney. How much for entertainment have you expended in 
connection with the Teahouse of the August Moon company ? 

Mr. Srremert. We have no report on the amount actually expended 
as yet, but we have a total allotted of-—— 

Mr. Posner. Sir, we have a total allotment of $1,812. So far we 
have a report of obligations only from Habana, which indicates that 
there were obligations of $361.80 under the category of promotional 
contacts, which is included in entertainment expenses. 

Mr. Roonry. But you have allotted $8,000 for entertainment, have 
you not? 

Mr. Srreierr. No, sir. 

Mr. Rooney. What is the $8,000 figure ? 

Mr. Posner. That $8,000 represents the total initial allocation esti- 
mated for all of the cities at which Teahouse of the August Moon was 
scheduled toappear. That was the initial allocation of program funds 
for that project. We then allot city by city on the basis of requests 
from those cities. 





, 
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Mr. Rooney. They would be authorized in the field to expend up to 
$8,000 2 

Mr. Srremert. No, sir. 

Mr. Rooney. Is that correct ¢ 

Mr. Posner. That is not correct. 

Mr. Srremert. The allotments are, as Mr. Posner said, city by city. 
There are only 5 cities covered in the tour totaling an allotment of 
$1,812. 

Mr. Rooney. What will you do with the $6,200 ? 

Mr. Srremert. That will not be expended. 

Mr. Rooney. What will happen to the money ? 

Mr. Posner. I find, sir-——— 

Mr. Rooney. You will find somewhere else to spend it? 

Mr. Srrerert. Oh, no. 

Mr. Posner. Since these cards were prepared, the allocation of $8,000 
has been reduced to a total of $6,000. If the schedule is not com- 
pleted—four of the cities originally scheduled have been canceled— 
those funds will be reprogramed ; yes, sir. 

Mr. Rooney. By “reprogramed” you mean you will find somewhere 
else to spend the money, do you? 

Mr. Srrerpert. Yes. 

Mr. Rooney. That is not the answer you gave a moment ago. 

Mr. Srrereert. I am correcting my answer. 


LATIN AMERICAN TOUR 


Mr. CLevenGer. As I understand the situation with this company 
going to Latin America, it is Spanish, is it not ? 

Mr. Srreipert. Yes, sir. 

Mr. CLevENGER. When you are in Rio, do we get just the Spanish- 
speaking percentage of the people who can understand it? The Por- 
tuguese will not understand it, will they ? 

Mr. SrrerBert, Yes. 

Mr. CLevencer. ‘Then it is less effective. 

Mr. Srremerr. J think there is doubt as to the wisdom of that ap- 
pearmg in Rio. It was considered in advance and it was thought there 
Was enough utility in it to warrant taking it as part of the total tour. 

Mr. CLevencer. This never went to Chile? 

Mr. Srreipert. The tour was cancelled. 


REPROGRAMING OF PROMOTIONAL FUNDS 


Mr. Posner. May I add one point in connection with the repro- 
graming of the promotional funds? 

Mr. Roonry. Yes. 

Mr. Posner. When part of the tour of the Teahouse of the August 
Moon was cancelled by the Department of State, it was known that 
there would be other projects which would replace it. The promo- 
tional funds will be needed in connection with these other cultural 
presentations. 

The promotional funds, in other words, go along with the cultural 
presentations approved. 
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PROMOTIONAL EXPENSES FOR DIZZY GILLESPIE BAND 


Mr. Roonry. How much did you actually spend for entertainment 
in connection with the Dizzy Gillespie band ¢ 

Mr. Posner. There has been a total of $4,225 actually allotted to 
cities where the Dizzy Gillespie band is scheduled to appear. We 
have no report of the obligations from those cities as yet. 

Mr. Rooney. Isthisa past tour? 

Mr. Srreiert. Just recently completed. 

Mr. Rooney. How long ago? 

Mr. Srrerertr. Within a month. 

Mr. Roonry. And you don’t yet have the figures ¢ 

Mr. Srrerpert. That is right. 

Mr. Rooney. Do you have any figures at all with regard to expend- 
itures? You used the inked figures a while ago. 

Mr. Srremerr. There are both allotments and allocations on these 
cards in ink. We don’t have the obligations for this particular unit. 

Mr. Posner. I wish to correct my statement. We do not have the 
obligations distributed by activity on the card, but I do find that as of 
April 30 a total of $1,801 of obligations has been reported against the 
Dizzy Gillespie project. We don’t as yet have a breakdown by activ- 
ities. 

Mr. Rooney. Do you think it is a good expenditure of Government 
funds to allocate $5,000 in connection with Dizzy Gillespie ? 

Mr. Srreiperr. $4,400, yes. Yes, sir, I think so. There is an enor- 
mous interest in American jazz bands, which is a great resource of this 
country. 

Mr. Roonry. What do you do, entertain foreign newspaper people? 
Do you do that in order to get a blurb in the papers as to how good 
Dizzy is? 

Mr. Srreiert. Papers, photographers, radio stations, there are re- 
ceptions held for the band by the chief of the mission, diplomatic 
officers, free tickets are given to useful individuals. There is a ter- 
rific interest in American jazz music. 

Mr. Rooney. I thought these performances were so good you didn’t 
need free tickets. 

Mr. Srremerr. You wouldn’t in certain areas, such as Western 
Europe, where the receipts have an economic relationship to the costs 
of travel, but in this case the band was sent to the Near East, going 
to Damascus, Istanbul, and Ankara, Athens, Kurachi, which would not 
be economically justified despite the popularity of the attraction. 
Distances are so great and the admission prices are so small that it 
is not economically feasible without Government aid. 

Mr. Rooney. Have you ever been in Athens, Mr. Streibert ? 

Mr. Srreipert. Yes, sir. 

Mr. Roonry. They have some pretty good bands there, don’t they ? 

Mr. Srreiserr. I can’t recall hearing any. They may have. 

Mr. Roonry. It would seem to me that Athens is a point on the 
road where they send shows from all over Europe, from England, 
from Germany, from France. It is a cosmopolitan city. 

Mr. Srreiverr. It is a little out of the way for most theatrical tours 
or concert artists. It is considered Near East rather than Europe. 

For example, Satchmo Armstrong made a tour of Western Europe, 
but he did not include Athens. 
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AMERICAN INDIAN CULTURE 


Mr. Rooney. I am sure you will pardon my cultural ignorance, but 
exactly who is “Tom Two Arrows” on whom you would spend $1,800 
in entertainment money ¢ 

Mr. Seesacu. He is an Indian who with his wife puts on demon- 
strations of the American Indian culture, dances, songs, legends, 
stories, history, religion, and all the rest of it. He has been enor- 
mously successful. He has drawn huge crowds at comparatively little 
cost and in an area where the missions are practically nonexistent. 

Also, because of the nature of his act and his personality, he has 
been able to go out into the smaller cities and even in some cases vil- 
lages to entertain and bring an entirely different picture to these 
people in the relationship of the American people and Indians. 

Mr. Roonry. Have you seen his act ? 

Mr. Srenacu. No, sir. 

Mr. Rooney. Have you seen it ? 

Mr. Srremerr. I have read post reports on it and they are very 
enthusiastic about the act. As you know, there is a great interest 
abroad in the American Indian. 

Mr. Rooney. Is this one act ? 

Mr. Srrerpert. He is a whole show. 

Mr. Rooney. Is it a sight act? Do you understand what I mean? 
Does anybody here know what a sight act is / 

Mr. Seepacn. You mean it has to be seen’ He does that, too. 

Mr. Rooney. I thought that was a common term in the theatrical 
business. 

Mr. Seepacn. It is. 

Mr. Rooney. It appeared you had never heard it before. 

Mr. Srepacu. [| have heard it before, yes, but I didn’t quite under- 
stand what you meant by it. A sight act generally speaking in the 
vaudeville sense can be one which 1s even a dumb act as far as that 
it concerned. 

Mr. Roonry. Of course, they are performers who can work in any 
country in the world. 

Mr. Seesacu. That is right. His is not, in that sense, because he 
sings. <A lot of it is sight—dancing, and, of course, music goes along 
with this, too. 

Mr. Rooney. Does he speak any language other than English, do 
you know? 

Mr. Seepacn. I don’t know. 

Mr. Rooney. Where did you have him performing? 

Mr. Seeracu. All over India and Pakistan. 

Mr. Roonry. What is the percentage of the people who speak or 
understand English in India ? 

Mr. Srreipert. It is the principal language. 

Mr. Rooney. English is the principal language in India ? 

Mr. Srrerpert. Yes, sir. 

Mr. Rooney. It would appear that Tom Two Arrows performed in 
New Delhi, Karachi, and Rangoon according to the allocation chart; 
is that correct ? 

Mr. Srrerpert. Yes, sir. 

Mr. Srvarp. And many other places. 
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ENGLISH LANGUAGE IN INDIA 


Mr. Rooney. I am surprised at your answer, Mr. Streibert, with 
regard to English being the principal language in India. I had occa- 
sion recently to request some research from the Library of Congress. 
The latest population figure they have for India is 377 million. They 
refer me—when I say “they” I mean the Library of Congress—to an 
article in the New York Times of September 24, 1955, entitled “Eng- 
lish Tongue Declines in India.” 

The article states: 

English has always been the language of the tiny elite group in India. Only 
about 2 percent of the people understand it. 

Mr. Srremert. That is correct. 

Mr. Rooney. I am at a loss to jibe your previous statement with 
the New York Times quotation. 

Mr. Srremertr. Well, the 2 percent are those who can pay admission 

rices, and who are in positions of authority. They say the tiny elite 
is 2 percent, and that sounds like a tiny percentage, but when applied 
to 360 million people, it represents a large number of people to reach. 


FUNDS SPENT IN INDIA FOR ENGLISH-LANGUAGE BROADCASTS AND 
ENGLISH MEDIUMS 


Mr. Rooney. How much is the USIA expending in taxpayers’ 
funds in India for English-language broadcasts and English 
mediums ¢ 

Mr. Srremert. There are no English-language broadcasts directed 
at India. 

Mr. Rooney. Is it not unusual, if most of the people understand or 
speak English, that you would not have broadcasts directed there ? 

Mr. Srreimperr. I did not say that most of them were. You just 
testified yourself that only 2 percent spoke it. 

Mr. Roonry. What did you say ? 

Mr. Srreivert. I said they were the important people, but I did 
not say they were the most of the people. 

Mr. Roonry. What was your original statement ? 

Mr. Srreipert. I said it was the leading language there. It is the 
language of the Government. They are trying to substitute another 
language and they are having some riots, I believe, in Bombay as a 
result of imposing another language on the public. 

Mr. Rooney. Do you have the answer to that, Mr. Posner? 

Mr. Posner. No, sir. 

Mr. Rooney. Will you insert that information at this point in the 
record ? 

Mr. Posner. Yes, sir. 

(The matter referred to may be found on p. 739.) 


COSTS OF PROPAGANDA, IN THE ENGLISH LANGUAGE, IN CERTAIN 
COUNTRIES 


Mr. Rooney. At the same time, you might insert a statement with 
regard to the extent in dollar costs of propaganda, including broad- 
casts, if any, in the English language, and all the other phases of the 
program in English, directed to Egypt, Iran, Pakistan, and India. 
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We shall insert it at this point with regard to these four countries 
rather than at the point where I referred to India particularly. 

Mr. Posner. Yes, sir. 

(The matter referred to follows :) 


Estimated costs of media products prepared in the English language for certain 
countries—Estimated obligations, fiscal year 1956 
Egypt: 
Produced in the country $10, 034 
Radio broadcasts (VOA) 4, 700 
Supplied from Washington or regional press centers__-__- -<-—— O60; 90e 


Total 83, 666 


Iran: 
Produced in the country , 3, 185 
Radio broadcasts (VOA) 2, 798 
Supplied from W ashington or regional press centers_____-_____--.- 25, 394 


Total 


Pakistan: 
Proancea th the country... 4... -. Ohpoko 
Radio broadcasts (VOA) te eae 918 
Supplied from Washington or regional press cente ra... 


Total 


India: 
Proauced: in the Coumpiryscs eis ee mune Lhe Ole 
Radio broadeasts (VOA)-_ : ; a en 8, 659 


Supplied from W ashington « or region: ial press cente ee : b2s, D41 


Total —. ies , - _....._. 456, 273 
ComMMITTEE Notr.—The Library of Congress Legislative Reference Service re- 
ported estimate of percentage of population understanding the English language: 
Egypt, 3 percent of the population; Iran, less than 1 percent of the population ; 
Pakistan, 2 percent of the population; and India, 2 percent of the population 


ENTERTAIN MENT EXPENSES 
LOS ANGELES SYMPHONY ORCHESTRA 


Mr. Rooney. It would appear from this card that you have allo- 
cated $10,000 for entertainment in connection with the tour of the 
Los Angeles Symphony Orchestra; is that correct? 

Mr. Srremert. It is actually $9,000, sir. 

Mr. Roonry. It has been changed from your original allocation ? 

Mr. Srremert. Yes. I think you are reading the pencil figures 
there, which are preliminary estimates before the tours are actually 
finally decided upon. 

Mr. Rooney. In Tokyo did it become necessary to expend $3,000 of 
the taxpayers money to purchase tickets for entertainees to listen to 
the Los Angeles Symphony Orchestra ? 

Mr. Srrerpert. Yes, sir; those are usually allocated in accordance 
with the desires of the Ambassador, the Embassy, as well as our public 
affairs staff, so as to assure attendance by people who we wish to reach 
with this. 
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NEW YORK CITY BALLET 


Mr. Roonry. Did it become necessary to allocate $10,000 for enter- 
tainment in connection with the tour of the New York City Ballet? 

Mr. Srremerr. Yes, sir. As far as the European tour of the New 
York Ballet is concerned, that actually became an allocation of $4,200. 

Perhaps, the tour subsequently was reduced in size from what was 
first discussed. 1 will show you this [indicating }. 

Mr. Rooney. I think I have a copy of it, and I was just going to 
look at it. 

LOUIS ARMSTRONG BAND 


How much did you allocate in connection with the Louis Armstrong 
band? Is that the Satchmo band to which you referred a whole ago? 

Mr. Srreipert. Yes, sir; $4,000. 

Mr. SresacH. That did not take place. 

Mr. Srremert. This, however, did not actually take place, that 
project has fallen through. 

Mr. Rooney. Satchmo did not follow through; did he? 

Mr. Srremerr. No; there were negotiations on the part of ANTA 
with his manager, and we apparently were unable to get together with 
them, although they had expected to be able to do so, and he preferred 
to engage in other commitments rather than take this trip. 


ROBERT SHAW CHORALE GROUP 


Mr. Rooney. What sort of performers are the Robert Shaw Chorale 
Group ¢ 

Mr. Seesacu. It is a chorus and a smail orchestra. 

Mr. Rooney. How many people are in that group ¢ 

Mr. Serpacu. 30 to 40 all told. 

Mr. Rooney. Have you seen them perform ? 

Mr. Sresacu. Mr. Chairman, the total number is about 50 people 
altogether. 

Mr. Roonry. Have you seen them perform ? 

Mr. Sresacu. No, sir; I haven’t. I did years ago, but 1 have not 
seen this recent group perform. 

Mr. Rooney. They went to such places as Madrid, Rome, Lisbon, 
and Copenhagen, did they not? 

Mr. Seepacu. Yes, sir. 

Mr. Rooney. How much did you allocate to them for entertain- 
ment ¢ 

Mr. Srremerr. $9,347. I would like to point out, Mr. Chairman, 
that the items we have all been discussing have been the total promotion 
allocations, which include moneys for photographs, media coverage, 
and materials and the total amount in each case has not been the 
amount for contact work. 

Mr. Rooney. Well, it would be fair to compare—— 

Mr. Srreiverr. A substantial proportion of it would be. 

Mr. Rooney. It would be fair to make a comparison such as your 
comparison on the sheet that you handed me at the outset; is that 
right? 

Mr. Srreivert. Yes; that is correct, but I wanted the record to show 
that these allocations included other kinds of promotion expenses 
than personal contacts. 





OKLAHOMA COMPANY 


Mr. Rooney. In connection with the Oklahoma company, which 
performed in Rome, Italy, how much did you spend in Rome for en- 
tertainment ? 

Mr. Srremperr. Can we see that / 

Mr. Rooney. Oh, yes. 

Mr. Srretserr. $2,435.08 in Italy including Rome. 

Mr. Roonry. How long did the Oklahoma company play in Rome? 

Mr. Srreierr. That was for four cities in Italy, and allocated to 
our headquarters in Rome. 

Mr. Roonry. How many weeks? Will vou insert that in the record, 
please ? 

Mr. Srrerpert. Yes; we will insert that. We have it. 

(The matter referred to follows:) 


ITINERARY OF OKLAHOMA IN ITALY 


The musical comedy Oklahoma played in Italy during the period July 2, 1955, 
through August 16, 1955. The itinerary was as follows: 
Rome—July 2 through July 24 
Naples—July 26 through July 30 
Milan—August 2 through August 11 
Venice—August 14 through August 16 
The promotion of this project at all of these points was covered under an 
allotment to our principal post at Rome at a total cost of $2,435.08. 


SYMPHONY OF THE AIR 


Mr. Rooney. How much was expended for entertainment in con- 
nection with the Symphony of the Air’s trip to the Far East? 

Mr. Srrerert. $5,732.81 covering a total of 12 cities. 

Mr. Roonry. Could you tell us how much of that was for give-away 
tickets? 

Mr. Srrerpert. I think so. $129 is what the record here shows. 


PHILADELPHIA SYMPHONY ORCHESTRA 


Mr. Rooney. With regard to the trip of the Philadelphia Sym- 
phony Orchestra, what was the amount expended for entertainment? 

Mr. Srrerperr. $4.386.59, covering 10 cities, of which almost $700 
was for tickets. 


PORGY AND BESS 


Mr. Rooney. I recall some testimony some while back with regard 
to the Porgy and Bess trip behind the Iron Curtain, and it is my recol- 
lection that the trip was a success until it got behind the Iron Curtain. 
! am surprised to find that there was expended some money for enter- 
tainment in Moscow in connection with their performance or perform- 
ances there. 

How much was expended for entertainment in Moscow ? 

Mr. Baxer. $7,412. 

Mr. Rooney. That does not jibe with what you have here. 

Mr. Sersacu. There were three cities. In Moscow the figure was 
$3,406.05. 

Mr. Roonry. What was that figure the gentleman behind you men- 
tioned a while ago? 
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Mr. Srrerert. He must have included Warsaw and Prague. 

Mr. Sersacu. That is the total. 

Mr. Srreieert. That is the total for the Iron Curtain tour. 

Mr. Rooney. How much was expended in Prague? 

Mr. Srreimert. There was allocated $2,691.76 marked here “not 
final,” and in Warsaw it was $1,254.47. The tour was highly success- 
ful. I read all of the Embassy reports on it, and particularly the 
reception given by Ambassador Bohlen in Moscow was in their opin- 
ion one of the highlights of the whole year. It is at these receptions 
that the individual performers are able to impress the people with 
what we want them to impress them with, namely, their education, 
versatility, and their individual appeal. 

Mr. Roonry. Am I to understand from what you say now that the 
Government underwrote the tour to Moscow, Warsaw, and Prague? 

Mr. Srreivert. No, sir. 

Mr. Roonry. They were over there at their own expense, were they 
not ? 

Mr. Srretsert. They were. 

Mr. Roonry. Had they requested funds to go to these three cities 
behind the Iron Curtain ? 

Mr. Srrersert. Yes, sir. 

Mr. Roonxy. And althought that request was turned down, there 
was nevertheless spent about $7,400 I think someone said, for en- 
tertainment ? 

Mr. Srreierrt. Yes; for promotion of those projects. 

Mr. Roonry. At this point we might insert in the record the testi- 
mony which I believe was given with regard to the visit of the Porgy 
and Bess company behind the Tron Curtain, by Deputy Assistant 
Secretary of State McIlvaine before this committee. 

(The information referred to may be found on p. 743.) 

In addition, there was expended the sum of $4,529.31 in connection 
with the Porgy and Bess company in 4 other cities including Bel- 
grade; is that correct ? 

Mr. Srremert. Yes; I think there was a total of seven cities. 

Mr. Rooney. There are only four listed on that sheet. 

Mr. Stvarp. May I explain that, sir? 

Mr. Srreiperr. Those are the capital cities that represent our posts 
that are listed and they are the country headquarters. 


NEW YORK PHILHARMONIC ORCHESTRA 


Mr. Rooney. With regard to the New York Philharmonic Orches- 
tra on a visit of all places, to Europe, there was expended the sum 
of $4,767.12 for entertainment ? 

Mr. Srremert. No, sir; I want to make the correction again that 
I made before. These sums are not for entertainment. They are*the 
total promotional expenses, and in this case the total spent was 
$4,767.12, of which $608 was for tickets, some $42 for press media 
coverage, and $4,000 was for general promotional contacts in 11 cities. 

Mr. Rooney. Does it include any entertainment at all? 

Mr. Srrerpert. I said $4,000 was for the promotional contacts. 

Mr. Rooney. I said does it include any entertainment as such at all? 

Mr. Srrerpert. Well, we want all kinds of 

Mr. Rooney. You can answer that question. 
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Mr. Srrewertr. We lump all kinds of expenditures of that nature 
under promotional contacts. 

Mr. Roonry. Does it include any entertainment money? What I 
mean by “entertainment money” is liquor, cocktail parties, luncheons, 
dinners, after-theater bites, and so forth ¢ 

Mr. SrTreiBertT. Yes. 


ADDITIONAL INFORMATION ON PORGY AND BESS COMPANY 


Mr. Rooney. I now find the testimony with regard to the visit of 
the Porgy and Bess company to Soviet Russia. ‘Lhis testimony was 
given in the month of January 1956. The date was Friday, January 
13, 1996. 

The following occurred: 


Mr. Roonry. During the course of the off-the-record colloquy it was said that 
the visit of the company playing Porgy and Bess to Soviet Russia brought no 
advantage whatever to our side. Is that a fair statement? 

‘il, JtCILVAINE. Well sir, they are there right now. It is too early to judge for 
sure. liowever, I think in any of these things it is a serious question whether 
any one group is going to alter the course of a government’s policy, particularly 
the Soviet Union. 

Mr. Rooney. That is not what I am getting at. At the moment would you say 
that their visit has been of any advantage to the United States? 

Mr. McILvatne. I do not think so. 


Mr. Rooney. The Porgy and Bess company went to Soviet Russia without cost 
to this Government: did it not? 

Mr. McILvaINne. That is correct, sir. 

Mr. Rooney. Is it the fact that this Government and the Department of State 
refused to contribute toward their visit? 

Mr. McILvaIne. Yes, sir. They made a request of the President’s emergency 
fund for culture presentations abroad, which does not come up under this 
budget—nevertheless they did—and that request was turned down. 

Mr. Rooney. T might point out that when Mr. McI]vaine was testify- 
ing he was testifying in connection with the budget of the Bureau of 
Public Affairs of the Department of State in their regular annual ap- 
propriation request rather than with regard to this program. 

Do you care to comment now, Mr. Streibert ? 

Mr. Strremerr. Yes. It seems clear that he had not from his own 
testimony had any reports of the great success of that tour because it 
was then occurring. 

Mr. Roonry. Who was Mr. McIlvaine ? 

Mr. Srremperr. He was Deputy Assistant Secretary for Public 
Affairs. 

Mr. Roonry. What position, if any, did he have with this 
program ¢ 

Mr. Stremert. He had responsibility for it within the State Depart- 
ment. He was chairman of an interagency committee. 

Mr. Rooney. He was your chairman; was he not ? 

Mr. Strreipert. Yes. He was the State Department chairman. 

Mr. Rooney. No; he was chairman of the interagency committee? 

Mr. Srreipert. Yes; that is correct. 

Mr. Roonry. He was your superior; was he not? 

Mr. Srreipert. For cultural presentations. 

Mr. Roonry. Insofar as this program was concerned, he was. Is 
that correct? Oh, come on and say “Yes.” 

Mr. Srreinert. Yes: if you want it, “Yes.” 
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Mr. Ligutner. Mr. Chairman, as Mr. McIlvane’s successor, I would 
like to comment that when these full reports from Moscow, Warsaw, 
and Prague came in the State Department was impressed with the fact 
that this Porgy and Bess tour behind the Iron Curtain had turned out 


to be a great success. 
ENTERTAINMENT EXPENSES, JOSE LIMON TROUPE 


Mr. Roonry. How much did you expend in connection with enter- 
tainment for the Jose Limon Troupe on a visit to South America? 

Mr. Srreiert. $84.28. 

Mr. Roonry. Goahead. What is that figure down in the right-hand 
corner? 

Mr. Srremert. $2,084.71. 

Mr. Roonry. What was that for? 

Mr. Srreinert. There was $2,000.43 for free tickets in 8 cities. This 
was the first project out of the President’s funds, occurring in No 
vember 1954, when it was sent down to two cities in South America 
where the International Conference was going on at the time, and 
I assume that that large sum for free tickets was in connection with 
the delegates to the International Conference, which was one of the 
main reasons for sending the troop down there. 


LANGUAGE CHANGES 


Mr. Rooney. What are these language changes which are proposed ’ 

Mr. Posner. Sir, the proposed language change is to make the 
President’s special international program consistent with legislation 
which is now pending rather than to request an emergency fund for 
international affairs, which was the request last vear. 

Mr. Rooney. What is the status of the bill, S. 3116, or any similar 
legislation ? 

Mr. DuVau. Mr. Chairman, it has passed the Senate and has been 
referred to the House Foreign Affairs Committee which held hearings 
on it in February. However, it was postponed pending action on 
mutual security legislation. We have hopes that some action will 
be taken on it this week, or very soon. 


ESTIMATED OBLIGATIONS AND EXPENDITURES AS OF JUNE 30, 1956 


Mr. Posner. Sir, may I correct some testimony which I gave on 
Thursday in connection with the estimated status of obligations and 
expenditures as of June 30, 1956? 

Mr. Roonry. Surely. 

Mr. Posner. I find my estimates were substantially correct, but 
since that time we have received from the operating agencies concerned 
a more precise estimate. 

Mr. Rooney. We shall insert the statement at this point in the 
record. 
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(The statement referred to follows:) 


U. S. INrorMaTIon AGENCY 


Estimated status of emergency fund for international affairs, executive, as of June 30, 
1956—Summary 


Unobli- 

Total fund by action agency | Totalal- | Approved Amounts | gated bal- | Expendi- 

| locations projects obligated ance of tures 

| allocation | 
ie ee a. } 
Department of State (cultural) . --.-.---- $4, 300, 000 | $4, 300,000 | $4, 292, 000 $8, 000 | $4, 000, 000 
Departme nt of Commerce (fairs) - ...--| 5,352,456 | 5,352, 456 | 5, 100, 000 | 252, 456 4, 550, 000 
U. 8. Information Agency (coordin: ition | | | 

ind promotion) ’ 347, { 544 | 345, 000 | 250, 000 97, é 210, 000 





Grand total fund 10, 000, ( 000 | 9, 997, 456 | 9, ), 642, 000 358, 000 | 8, 760, 000 
| 





Mr. Roonry. Very well. 
Thank you, gentlemen. 
Mr. Srremerr. Thank you, Mr. Chairman. 


STATEMENT OF REPRESENTATIVE FRANK THOMPSON, JR., NEw JERSEY 


Mr. Roonry. There will be inserted in the record at this point the 
statement of our Colleague Representative Frank ‘Thompson, Jr., of 
New Jersey. 

(The statement is as follows:) 


STATEMENT OF REPRESENTATIVE FRANK THOMPSON, JR., DEMOCRAT OF 
NEW JERSEY 


Mr. Chairman, shortly after the summit meeting in Geneva last 
summer, President Eisenhower told the American people: 

The central fact of today’s life is the existence in the world of two great philoso- 
phies of man and of government. They are in contest for the friendship, loyalty, 
and support of the world’s people. 

That this contest will be waged (we hope) without war is good. 
But it is still the “central fact of today’s life.” The outcome will 
decide the course of history. 

The Communists recognize the situation. The danger to the free 
peoples is that too many of us do not. We could lose this contest by 
failure to make the effort necessary to winning, or by failure to back 
that effort with adequate resources. 

The Communists are making no such mistakes. They are backing 
their ideological campaign with no thought but of winning. Cost is 
not weighed. Whatever is needed is forthcoming. Americans fight 
shooting wars that way, but an ideological war is so new and so strange 
to us that we are not always willing to give it all-out support. 

The possibilities in the international trade fairs were not taken 
advantage of by Americans until last year. From 1951 to 1954, Com- 
munist bloc countries participated in 126 trade fairs. The United 
States officially in none. In 1954 the Soviet Union alone was repre- 
sented at 18 trade fairs, the United States at 2. 

We were equally behind the Communists in our cultural appeal. 
Throughout the world they were (and still are) denouncing us as 
materialistic, uncultured barbarians, soulless. They spoke sneeringly 
of our “gs idget” civilization. 
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To demonstrate their own soul they launched a culture campaign 
that today embraces the world. And, let me say there, that cam- 
paign has been, and is, effective. Communist culture teams are propa- 
gandists. Personally, I have never been able to see how the Russian 
ballet, patronized and supported as it was by the Czars, was a good 
Marxian argument, but it seems to be. Tschaikovsky joined Russia’s 
immortals a generation before the October Revolution, but the Com- 
munists claim lim as their own. And, alas, they have been making 
good progress in selling the idea to the world. 

Our own cultural program, launched only a little over a year ago, 
is, in a sense, a counteroffensive. But it is more than that. It is an 
attempt to acquaint other people of the world with the culture that 
has developed in this country in our ene hundred eighty-odd years 
of freedom. There is, I think, something fundamentally American in 
both the Boston Symphony Orchestr: “and Dizzie Gillespie’s band. 
Their very diversity proclaims the freedom which has made Americ: 
great. There is room in our culture for both. No heads roll, no artists 
goes to Siberia, because a dictator decrees the work of one or the other 
a betrayal of our political system. 

The success of this program, to date, has been overwhelming. 
Manila, for example, greeted the Asian tour of the Symphony of the 
Air (the old NBC orchestra) as “propaganda that will sell the United 
States anywhere, be it Europe or Asia.” In Tokyo, students stood in 
line 27 hours for one concert. Fer areas necessarily bypassed by the 
estes itself, the United States Information Agency made a film 
and some 3 million more Japanese also have stood in line to see the 
picture. A visit of the Martha Graham dance troupe drew this com- 
ment from the Times of Indonesia: “If ever this paper came perilously 
close to forgetting its policy of leaning neither to the East or West, 
it is now.” Steichen’s photographic collection (1 hope some of you 
saw it when it was shown here) was described by one Latin American 
reviewer as “close to a religious experience.” 

The tour of Porgy and Bess, made possible by the legislation we are 
now considering making permanent, included countries in Europe, the 
Middle East, and Latin America. The tour was not only an artistic 
triumph, but was a demonstration of the falsity of C ommunist distor- 
tion of the status of American Negroes. A Latin American newspaper 
commented: “If Chile is typical, the United States can make no better 
investment than subsidizing tours such as that of Porgy and Bess 
* * * it has made a deep impact on Chilean intellectuals strongly in- 
fluenced by Communist propaganda about the United States.” 

I note that the Porgy of that troupe, William Warfield, is scheduled 
under the new program to make extensive solo appearances. I sin- 
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cerely hope his tour is not canceled. The very appearance overseas of 
these American artists of Negro ancestry is great propaganda, but they 
do more. Either formally or informally, they talk and tell the truth 
about the Negro in the United States. Mr. Warfield is not only a great 
singer but, also, a great American, and very vocal. 

There is one cultural w eapon, incidentally, upon which the United 
States has a copyright. I refer to jazz. The first jazz group to make 
a tour under the P1 esident!’ s Fund was Dizzy Gillespie’s Band and 
Dizzy’s boys sent the “cats” soaring off into the wild blue yonder. 
They found bop enthusiasts every where. A member of the group re- 
ported from Istanbul: “They (the band) furnish a beat that drives 
the local cats wild. It takes the Turkish National Anthem to calm 
‘em down.” 

The coming program will send Louis Armstrong and his band on a 
5 weeks’ tour of Latin America. Rumors that he might appear already 
have the rock’n roll fans in a ferment. 

For the nonjazz enthusiasts, let me add that the coming program 
also includes tours of the Boston and Philadelphia Symphony Orches- 
tras as well as the Los Angeles and New Orleans Philharmonics. The 
Communists will find it hard to match such diversity. 

During 1955, the U.S. S. R. alone sent 68 sport stars and sport teams 
to the free world. The United States was able to send only six. But 
those six were effective. Here, again, is a program that will be stepped 
up under the proposed legislation. 

Johnny-come-latelies as we were at the international trade fairs, 
under the President’s Emergency Fund we were represented, last vear 
at 25. With all modesty, I think Americans can be proud of the show- 
ingmade. Our exhibits were smash-hits on practically every occasion. 
They were the star attaction at one fair after another. 

The Communists didn’t like the competition we gave them. They 
withdrew from one fair when they heard the Americans also would be 
present. To overcome that handicap, they are now sending around 
the world what might be called “solo” fairs, traveling exhibits of goods 
fromthe Communist orbit. The idea has been effective and the United 
States proposes to get its own shows on the road. The new program 
includes a mobile trade fair for areas where no international trade 
fairs are scheduled. 

The trade fairs provide us with more than merely opportunities to 
exhibit our goods. American ideas, also, are given coverage. The 
“Atoms-for-Peace” program, proposed in 1953 by President Eisen- 
hower, has been the theme of several exhibits. 

The legislation now being considered by the House Foreign Affairs 
Committee will put these programs on a permanent basis. It provides 
authority to carry on an activity which will do much to further United 
States objectives, world peace based on world understanding. 
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TION AGENCY 

CLIVE L. DuVAL 2D, GENERAL COUNSEL 

BEN POSNER, BUDGET OFFICER 

EDGAR T. MARTIN, CHIEF ENGINEER, RADIO BROADCASTING AND 
TELEVISION SERVICE 

FRED H. TRIMMER, TELECOMMUNICATIONS ADVISOR, RADIO 
BROADCASTING AND TELEVISION SERVICE 

ALLEN W. MOORE, EXECUTIVE ASSISTANT, RADIO BROADCASTING 
AND TELEVISION SERVICE 


ACQUISITION AND CONSTRUCTION OF Rapivo FACILITIES 


Mr. Rooney. The committee will please come to order. 

This morning we shall commence the consideration of a supple- 
mental appropriation request contained in House Document No. 403 
at page 8 thereof entitled “United States Information Agency, Acqui- 
sition, and Construction of Radio Facilities,” being a request in the 
amount of $2 million. 

At this point we shall insert in the record pages 5 through 9 of the 
justifications. 

(The pages referred to follow:) 


EXPLANATION OF PROJECT DEL?TA 


Estimated obligations 





Fiseal vear Fiscal year Total cost 
| 1957 1958 and sub-| of project 
sequent years 








Available from prior appropriations. _- sd $830, 000 | 
Additional appropriation requested : | 170, 000 2, 000, 000 


WIN ye a wel oes ek erceriresy 1, 000, 000 | , $30, 2, 830, 000 
| | 


Authorization and additional appropriation is requested for the construction 
of Project Delta, a permanent high-powered land-based broadcasting facility in 
the Greek area. The new land-based station would operate with a transmitted 
power of 250 kilowatts, and would use a directional antenna providing an increase 
in effective radiated power to about 875 kilowatts in a given direction at a given 
time. This plant would replace the U. 8S. C. G. Courier, now anchored off the 
island of Rhodes, where it has served during the past 3% years as the Agency’s 
only medium wave transmitting facility in the area. The proven effectiveness of 
the Courier has established a large audience which will be further increased by 
this installation. 

The following advantages would result from the installation and operation 
of the new facility: 

A. The annual operating cost would be reduced from $607,000 per year for the 
Courier to $450,000 per year for the permanent plant. 

B. The broadcasting coverage during both day and night hours over critical 
areas in the Near East, Middle East, and Arab countries will be greatly improved 
and enlarged in area. 
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C. Following is a tabulation showing the comparison between the potential 
audiences available to the Courier as compared to the proposed station: 


Day Night 


Number of Population | Number of | Population 
receivers receivers 





| 


Courier... . 512, 000 1, 102, 000 | 29, 170, 000 


a - ad Pees 9, 200, 000 
Land-based 250-kilowatt station..........._-- 1, 149, 000 | 22, 100, 000 | 2, 806, 000 93, 700, 000 


D. There would be no lost operation time, as is presently required for annual 
overhaul of the Courier. This would eliminate the 10-day to 3-week shutdown 
required by the Courier for annual maintenance. 

Kk. The project would make use of transmitting equipment already on hand. 
It is planned to use a transmitter of 500-kilowatt rated power, but to operate 
it at half power, thus, effecting a saving in operation and maintenance cost. 
The plant will be designed so that at a later date, if conditions warrant, trans- 
mitted power can be increased to 500 kilowatts by enlarging the powerplant 
at a cost of approximately $350,000. Time required to complete Project Delta 
is estimated at 24 to 30 months from the date of authorization. 

KF. The Courier would then be released for assignment to tasks for which it 
was originally designed. If circumstances do not require such action, the vessel 
will be placed in standby condition or mothballed. The vessel could therefore 
quickly be placed back in operation, should any contingency arise. The cost of 
mothballing the vessel has been estimated at $100,000, with an annual main- 
tenance cost of $2,500. 

Details of cost estimates are as follows: 


. Land acquisition_ « x ” $33 
2. Buildings n= Genesee Sat ; _ 462, OOO 
3. Mechanical work..._.......... : 214, 500 

Electrical work__ Seer ad ; maleate sassinehcaiates 176, 500 
> Site preparation_ se z 5 lait 55 te nk Rarioger tani : 192, 500 

. Material transport and ocean shipping ———~_ : : 132, 000 

. Administrative services and supplies__ ait ea a 16, 500 
8. Equipment___- aia ; : 1, 107, 000 

. Antenna systems sa be : Lat 946, 000 


ae abe Suatenteadeiars = __ 3, 280, 000 
Less transmitter equipment available__-______- a _. —450, 000 


, 000 


Gross cost 


Net cost 2, 830, 000 


Following is a breakdown of costs for each of the above items: 


1. Land acquisition ; 150 acres, at $220__--____ $33. 000 


2. Buildings: 
Transmitter building__- 
Generator building 154, 000 
Warehouse and garage 33, 000 
cE ee, SE aL ee 462, 000 
3. Mechanical work: 
Heating and ventilation, equipment and installation_ , 000 
TrAnemitters, Mechanical Woerk...................-..........- 22, 000 
Installation, diesel-generating equipment 55, 000 
Plumbing (water and waste) 5. 500 
Fuel system and installation a5, 000 


‘Teta: mechanical work... <<<... -26 6K. , 500 


78170—56—pt. 2——-11 











4. Electrical work: 


Bincetinneuus electrical material... ..~. 2... $44, 000 
Telephone system, lines, and intercommunication___~~-~_~_______ 16, 500 
Lighting, secondary power distribution, and clock system _______- 39, 000 
ee Tc ea ee en ee eae 5d, OOO 
Ns a a ee ae 22, 000 


Seater 176, 500 


Total, electrical work 


5. Site preparation: 


es EE ee ne ee ee 11, 000 
Roads, walks, grading and fill_ seat ENS eh eo Ta Cestag once ciple 55, OOO 
Temporary construction equipment Rt DUldiees |. D5, OOO 
Sewage disposal_____ AMG Se avin eek OR te sg eke acca is 2? OOO 
Water sina Nm ae ee dp re Pe Ad AO ee ec cs 22, OOO 
Fences____- Bio iN A hE ee Re Sa RN al ea oe 22, 000 
Ground sy stem_ 2 Song nig Ih hs ad ie a oe eee 5, DOO 

TR OE Te) en i a 192, 500 


6. Material transport and ocean shipping -—~- ~~ iowa 132, 000 


7. Administrative services and supplies: 


Housekeeping supplies_ Sa TESS ee ea 1, 100 
Administrative services____ ~~ Awe A Ae Vem I eae oa : 14, 300 
Photographie materials and supplies Sein SAT ee eo tania 1, 100 

Total, administrative services and supplies__ SO eS lng a ee 16, 500 


8. Equipment : 

500-kilowatt Inedium-wave transmitter 
Transmitter tubes 
Radio-link equipment___—--~~ ae cadnecuhan i 6, 900 
Audio, test, and me asuring equipment . Seeks 22, 000 
Primary power, secondary distribution equipment, auxiliaries, 

ets aes ees pes SES Pees ae Se en ee ee nae 44, OOO 
Me iin powerpl: int swite shboard. “ 5, OOO 

} 635-kilowatt diesel-generator units________-___- -____- ty 346, 500 
: 300-kilowatt diesel-generator unit ce te gee Se a a 39, 600 
Miscellaneous equipment (filters, compressors, oil purifiers, 

a a ecic wid rnd oe erie 66, 000 


Bae he A = 450, 000 
mu 77, 000 


ES ORRNIREN oi a cee olen ace Tiare Ma fe 1, 107, 000 


9. Antenna systems: 
1 medium-wave array (4-tower), with transmission lines cou- 
pling, and phasing gear ee eee 660, 000 
4 transmitting rhombic antenn: is (high frequency vy) bas 220, OOO 
4 receiving rhombic antennas (high frequency ) _ 66, 000 


Total, antenna systems___ ‘ = 7 46, 000 


Mr. Rooney. Mr. Streibert, do you h: ave a general statement at this 
point which you desire to present to the committee / 

Mr. Srremert. Yes, Mr. Chairman. 

Mr. Rooney. We shall be very pleased to hear from you. 


GENERAL STATEMENT 


Mr. Srremrert. This request for $2 million, if it is approved, will 
constitute the first new accession of funds to the radio facilities pro- 
gram since 1951. A total of $61.5 million “to be available until ex- 
pended” was appropriated in fiscal years 1950 and 1951 for this 
program. 

Of this amount, $10.1 million was transferred to other appropria- 
tions by Public Laws 194 and 471, 83d Congress. 
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The balance, $51.2 million, plus reimbursements of approximately 
$300,000, has been suflicient, as detailed on page 4 of this presentation, 
to complete planned facilities abroad, to effect improvements in the 
system both overseas and in the United States, and to undertake other 
improvements, such as Project Sahara, equivalent to major new in- 
stallations. All changes or new proposals have been submitted for the 
approval of the Congress through the Appropriations Committees on 
both sides. 

Beginning in fiscal year 1955 a reserve account was established for 
the purpose of funding the continuing program of major repairs and 
improvements. The total amount of money available in this account 
in fiscal year 1956 was approximately $1.7 million, of which $973,000 
had been programed for requirements through fiscal year 1957. The 
unprogramed balance reserved for fiscal year 1958 plus the adjust- 
ments detailed on page 4c of the presentation have made available 
$830,000 for application to the total cost of this Project Delta. We 
are asking, therefore, for new funds in this supplemental for the 
remaining sum of $2 million. 

Delta isa project that is designed to give full medium-wave coverage 
in the Arab areas. 

Mr. Rooney. I thought we had that now. 

Mr. Srreiperr. No; we have no regular installation for giving full- 
time coverage. We get what we have only from Courier. 

The whole near-eastern situation has become so critical that reliable 
and extensive coverage of the major population centers is urgently 
required. At present Courier, which is inadequate for the purpose, 
and which was never designed for this kind of utility, is the only 
medium-wave transmitter in the area. This Delta project would ap- 
proximately double the number of receivers in the nighttime coverage 
area by adding about 1.7 million receivers. Also, the population to be 
served in that nighttime coverage area would be trebled by adding 
64.5 million to that potential audience. 

I have here two charts which show this coverage, and I would like 
to present them because they show graphically what our coverage is 
now under the Courier. 

This area in red is the daytime coverage. Nighttime coverage is 
the black line, and the secondary nighttime coverage is the outer line. 
That covers about 1,102,000 medium-wave receivers at night dis- 
tributed among a population of about 29 million people. In the day- 
time, when coverage is very restricted, including only the very north- 
ern part of the Mediterraranean coastline there, there are about one- 
half million receivers and 9.2 million in the population, 

Contrasted with that, we have the coverage of Delta, which shows a 
greatly expanded area in the daytime. The territory in the daytime 
does not look to be substantially increased, but the number of. re- 
ceivers will be more than doubled, to a total of 1,150,000, distributed 
among a population of 22 million. However, the greatest utility 
would be in the nighttime coverage, which is where you get the major 
part of the audience, of course. Project Delta would permit us to 
cover well down below the Mediterranean coastline, and take in more 
of Turkey and more of Greece, to give the total receiver potential 
which I spoke of before—2.8 million in a population of 93.7 million 
people. The most significant gains for our purposes in tliis coverage 
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will occur in the lands of Egypt, Iran, Iraq, and Syria, but extremely 
important additional audiences will be picked up in such countries 
as Turkey and Greece. 

This would be a regular land-based station using directional an- 
tenna capable of delivery of radiated power up to 850 kilowatts, which 
is sufficient power to make it effective, as the chart showed, for day- 
time broadcasting as against the inadequate daytime potential of 
Courier. 

In addition, it would reduce our yearly operating costs as against 
Courier now serving that area by $150,000 a year. 

This installation would take about 2.5 years to complete. We there- 
fore feel it cannot be decided now as to the disposition of Courier, but 
a disposition or a decision will be reached and Courier will be reas- 
signed or mothballed in conformance with the requirements of the 
situation then existing. 


AUDIENCE STUDIES 


Mr. Roonry. When did you arrive at the conclusion to make this 
request, and when did you acquire the information with regard to 
nighttime and daytime audiences and the population in that area, 
and so forth? 

Mr. Srreipert. I would say beginning about 2 years ago we started 
studying this because the question arose in connection with a pro- 
posal to move the Courier to another area. We considered moving 
the Courier to the southeast Asian territory, and that brought up the 
question that if we should move it, it would mean discontinuing 
broadcasts to those audiences in the Arab areas. The situation was 
such that we felt it was more important to keep that Arab audience. 
Therefore, we began studying the question, and we instituted studies 
about a year ago. 

That was done after consideration of the question as to whether 
to move the courier because of the audiences built up, and the other 
questions as to whether we should not contemplate some full-time 
construction. 

As I said, we instituted studies about a year ago to find out costs 
and to find out what type was the best. We considered a megawatt, 
and we considered 100 kilowatts, and it was finally decided after these 
studies that I spoke of that the power included in this request would 
be best. Also, we considered alternate locations, and came out with 
this as the best all-around proposal. 
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AMAZING PROCEDURE 


Mr. Roonry. Why was this not requested at the time of the regular 
budget submission ? 

Mr. Stremert. We had not completed our studies and arrived at a 
conclusion as of that time, sir. 

Mr. Rooney. When did you go to the Bureau of the Budget with 
this request for the first time ? 

Mr. Posner. It was the latter part of January. 

Mr. Roonry. When were you up here? 

Mr. SrTrReiBeRT. We were up here in February. 


STATUS OF PREVIOUSLY APPROPRIATED FUNDS 


Mr. Rooney. With regard to the status of previously appropriated 
funds for acquisition and construction of radio facilities, we shall at 
this point in the record insert pages 4 and 4a of the justifications. 

(‘The pages referred to follow :) 


Funds presently available are alloc ited for a series of 17 construction proj- 
ects, including one new project (Sahara) and for a continuing program of major 
necessary repairs and replacements to the Voice of America system. In addi- 
tion, $830,000 is available for application to the total cost of constructing 
Project Delta, for which an additional appropriation of $2 million is requested. 
Status of these projects and the repair and replacement fund is as follows 


Project or purpose Total funds 


Obligations | Expenditures 
available 


Apr. 30, 1956 | Apr. 30, 1956 


| 





. Low-powered transmitters. _-......___- ¥en $112, 444 
. Medium-powered transmitters_____- aaa : ‘ 1, 038, 287 
Dumbo medium-wave transmitter ee ee 388, 7 


| 
| 
| 
} $112, 444 
754 | 
Curtain antennas in the United States 211, 126 | 
| 
| 


1, 038, ¢ 


1 

2 
3. 
4. 





on 


. Project Able 937, 653 
. Project Baker E ast. 934. 422 
7. Project Baker West ee 097, 634 
. Project Vagabond (Courier) _- 659, 981 
9. Project Jade__..__- 643, 500 
. Project John_-.___- ), 911, 1: 29 
. Project Cast 516, 375 
2. Project Dog--- , 904, 316 
3. Project East- ete are eee eee eee | 873, 820 
. Tangier Negate— Interim ol ys 7 Seba s DE eke , 000 523, 247 482, 393 
5. Tangier powerplant : ASAI eH GS Ae ie , 000 | 25, 000 5 
}. San Fernando shortwave transmitters_.....___-______- 405, 000 | 2, 813 48 
. Project Sahara. tk wads ‘ Jezel , 777, 500 oa 

8, weed repairs and repli SCRE ASE ml Spe Se Oe eee | 973, 357 168, 080 103, 122 

Available for Project Delta______-- cen neetocD 5 830, 000 | 


IDC 


PPI ONS 


, 316 | 
73, 820 | 


_ i 


Total funds available___ 51, 520, 298 45, 526, 623 45, 016, 134 


1 Includes equivalent of $750,000 in counterpart funds. 
2 Includes equivalent of $1,566 in counterpart funds. 
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ACQUISITION AND CONSTRUCTION OF Rapio FACILITIES 


Revised statement of estimates and obligations 


| | 
| Cumulative) Estimated | Estimated | To be ob- 
| Total cost | obliga- | obliga- | obliga- | ligated in 
Purpose or project estimate tions as of | tions, fiscal | tions, fiscal} subse- 
June 30, | year 1956 | year 1957 | quent 
| 1955 } | years 
seapiliiehs ae ; =e eee Ee ~ Se | se 
1. Low powered transmitters_____.._._____- $112, 444 $112, 444 | | Re 
2. Medium powered transmitters . 1, 038, 287 1, 038, 287 - 
3. Dumbo medium wave transmitter | 388, 754 | 388, 754 |___-- 
4. Curtain antennas in the United States___| 5,211,126 | 5, 205, 519 | $5, 607 | 
5. Project Able__- bat E 5, 937,653 | 5, 446,910 298, 655 $192, O88 
Engineering research (660, 000) (416, 770) (141, 055) (102, 175) | ( ) 
Improvement of facilities, New York (216, 143) (216, 143) | ( | yi ( ) 
Improvements to domestic facilities__| (2,085, 872)| (1, 991, 933) (74, 026) (19, 913) | ( ) 
Communications system __- (922, 448) (906, 494) (15, 954) | ( yi ( ) 
Radio studios in Washington | (2,053, 190)) (1, 915, 570) (67, 620) (70, 000) | ( ) 
6. Project Baker East (canceled) _- _.| 3,934, 422 3, 924, 422 | 10, 000 
7. Project Baker West (canceled) as 4, 097, 634 4, 097, 634 | 
8. Courier : 2, 659, 981 2, 659, ORI 
9. Project Jade (Philippines) - _- , 6, 643, 500 6, 660, 412 —16, 912 
10. Project John (Okinawa 6,911,129 | 6,879, 688 1, 689 29, 752 
11. Project Cast (Munich) 1 4,516,375 | 4,516,749 —374 
12. Project Dog (canceled) 2 1, 904, 316 1, 904, 316 
13. Project East (canceled) nm | 1,873,820 | 1,873, 820 
14. Project Negate (Ceylon) __- : 555, 000 467, 066 87, 934 
15. Tangier powerplant __- 750, 000 ; 105, 000 645, 000 
16. San Fernando shortwave transmitters - --| nk ol Cee 65, 000 | 340, 000 
17. Project Sahara | 2,777,500 at 75, 000 635, 000 | $2, 067, 500 
18. Major repairs and replacement__- 973, 357 24, 891 368, 401 580, 065 
| RE eee se ee eee 50, 690, 298 45, 200, "893 1,000,000 | 2,421,905 | 2,067, 500 
19, Project Delta: 
Funds available 830, 000 : 830, 000 
Additional appropriation . | 2,000, 000 170,000 | 1,830, 000 
Ra aaa oeeeteteetes $. 830, 000 1, 000, 000 | 1, 830, 000 
[| Eee eee : 53,. 520, 298 | 45, 200, 893 1,000,000 | 3,421,905 | 3,897, 500 


1 Includes equivalent of $750,000 in counterpart funds. 
2 Includes equivalent of $1,566 in counterpart funds. 


EQUIPMENT INVENTORY 


Mr. Rooney. How much equipment is in warehouses at the present 
time, and not being used? What is your inventory on that / 

Mr. Srremerr. Mr. Posner, will you answer that ? 

Mr. Posner. There is a grand total of approximately $8 million of 
inventory at the present time, sir. That inventory of radio equip- 
ment is located in the Bush Terminal Warehouse in New York, 


SITE ACQUISITION 


Mr. Roonry. Where do you propose to acquire this site? Do you 
propose to acquire it at the present spot where you have the antenna 
on the Island of Rhodes? Is that where it is to be ? 

Mr. Srremerr. We prefer not to discuss on the record the specific 
location of this, because of its possible effect in bringing up land 
values. We have not acquired land for this as yet. 

Mr. Roonry. Well, where do you propose to put it? 

(Discussion off the record.) 





LAND PRICES 


Mr. Roonry. Do you have any idea of the present sales price of 
land there ? 

Mr. Martin. We have not priced land, but in the areas of Greece 
i think it is running around $200 an acre. 

Mr. Rooney. Is there a proposal contained in these justifications 
to acquire 150 acres of land at $220 an acre? 

Mr. Martin. That is right, sir. 

Mr. Roonry. Where did you get that figure, and where would those 
acres be / 

Mr. Martin. Well, as I said before, we do not have a specific site, 
but there is other land, and that is the general price our people have 
negotiated for land in the area. We have not gotten down to finding 
a specific location because we thought we could not do that without 
authorization or without having the project approved. 

We feel it is pretty close to a fair price for the land in the area 
Of course, it will vary. However, if someone asks too much, we will 
try to look for something that is more in keeping with what is 
reasonable. 

BUILDINGS 


Mr. Rooney. Well. how did you arrive at this figure of $462,000 en- 
titled *Buildings”? What are the details thereof ? 

Mr. Martin. In the transmitter building, we have to accommodate 
the equipment which we propose to put in. We need approximately 
10.000 square feet of space to accommodate the transmitter, and all of 
the auxilhary equipment that goes along with it. The cost of $27.50 
for a square foot is comparable to experience figures on other projects 
that we have built, such as the Cast project in Germany, and two 
projects in the Far East. However, we have scaled those figures up 
slightly to take into account changing costs since the other stations 
were completed. 

For components and materials that we get stateside we use the 
indices of costs that appear in the Engineering News-Record, and for 
stuff in the European area we use the E suropean indices, principally 
the indices of the British Board of Trade. 


BUILDING COSTS 


Mr. Rooney. Would you tell us how you mathematically arrived at 
the figure of $462,000 ? 

Mr. Srremerr. I will answer that, Mr. Chairman. The transmitter 
building of 10,000 square feet at $27.50 per square foot is $275,000. 
We have a generator building calling for 7.000 square feet at $22 per 
square foot, and its cost would be $154,000. We have a warehouse and 
garage of 4,000 square feet at $8.25 per square foot, which would 
amount to $33,000. 

Mr. Rooney. Well, I see all of that information on page 7 of the 
justifications. 

Mr. Srretpert. [ did not know it was there. 

Mr. Roonry. How did you arrive at these figures ? 

Mr. Srretpert. That is the information which I have just given you. 
Are you speaking of the $27.50? 
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Mr. Roonry. You have now broken it down into three more figures. 
Would you break it down so we will understand how you arrived at 
these three figures ? 

Mr. Srreimrert. You were speaking of the $27.50 per square foot. 
Would that give you sufficient information on that ¢ 

Mr. Roonry. No. My mathematics are not fast enough to determine 
whether or not these figures were arrived at on the basis of $27.50 
per square foot. 

One would not expect a warehouse and a garage to cost the same, 
would one, as the transmitter building? 

Mr. Srreisert. No, sir; that is why it is figured at $8.25 a square 
foot. 

Mr. Roonry. Which one is listed at $8.25 per square foot ? 

Mr. Srrerperr. The warehouse and garage. 

Mr. Roonry. What about the generator building ¢ 

Mr. Srreiwert. The generator building is listed at $22 per square 
foot, and the transmitter building is listed at $27.50. Briefly, these 
are figures based upon our experience in connection with the previous 
construction, adjusted to price indices, and it is the best overall esti- 
mate of square-foot costs of construction of this type that we have 
been able to obtain. 

Mr. Rooney. I suppose the nearest station to this would be where? 
Would it be Salonika? 

Mr. Srrerperr. No; I believe Cast and Munich would be closer. 
Perhaps, even Okinawa would be closer. 

Mr. Roonry. Well, Salonika would be nearer; would it not? 

Mr. Srremert. We have Okinawa and the Philippines. 

Mr. Roonry. Would not Salonika be nearer to this site than either 
of those two? 

Mr. Srremert. Yes, sir; that is, medium wave. 


BUILDING AT SALONIKA 


Mr. Roonry. What is the square footage of your building at 
Salonika ? 

Mr. Martrn. I do not have the figure handy, but it is considerably 
smaller. It would not be more than about one-fourth the size, I would 
say, that this one would be. 

Mr. Rooney. Do you know the cost of the setup there at Salonika? 

Mr. Martin. I believe we have that figure here some place. The 
total capital investment which we have at the Salonika relay base is 
approximately $1.2 million. It is not exactly a comparable plant, be- 
cause it is a much smaller medium-wave transmitter and in addition 
there are some shortwave transmitters with different types of an- 
tennas. 

MECHANICAL WORK 


Mr. Roonry. What are the details of subitem No. 3 entitled “Me- 
chanical Work”? 

Mr. Srreipert. Would you care, Mr. Chairman, to look at a detail 
of that without going into so much of it in the record, and see if you 
want to question further about it? 

Mr. Rooney. Yes. 
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Mr. Srremertr. The details are in the middle of the page on that 
item. 
Mr. Rooney. I see. 
ELECTRICAL WORK 


What do you have with regard to the electrical work ? 

Mr. SrrerBert. The same thing. It is picked up on the second page 
of what I handed you previously and is continued on this page which 
I am handing you now. 

Mr. Roonry. How did you arrive at a figure like $44,000 for the 
first subitem, under electrical work ¢ 

Mr. Martin. That is proportioned to the costs of other plants, sir. 
We have not gotten into a detailed breakdown, but it is proportional 
to plants already built, scaled down for the difference in size. 

Mr. Roonry. The same applies with regard to the subitem entitled 
“Transmitter, $22,000,” i mechanical work ? 

Mr. Martin. Yes, sir. 

SITE PREPARATION 


Mr. Roonrty. What about this item of site preparation in the amount 
of $192,500 ¢ 

Mr. Srrerpert. Similarly, Mr. Chairman, I have 214 sheets of detail 
on that which I am handing you. 


MATERIAL TRANSPORT AND OCEAN SHIPPING 


Mr. Rooney. What do you have with regard to the request in the 
amount of $132,000 entitled “Material transport and ocean shipping” ? 

Mr. Srremert. That provides for something over 4,000 tons of 
equipment and material at $33 a ton, determined from the costs in 
connection with the construction in Tangier and Munich. It cannot 
be determined exactly until the specific site and the port conditions 
are determined. 

Mr. Rooney. In other words, it might be lower? 

Mr. Srreipert. It is the best estimate we can make at this time. 


EQUIPMENT 


Mr. Roonry. At this point we shall insert in the record the table 
which appears at page 8 of the justifications entitled “Equipment,” 
totaling $1,107,000. 

(The page referred to follows :) 


Equipment 

500-kilowatt medium-wave transmitter___._._._.__________.-.-------... $450, 000 
PIII spies pranehinchaaikd mabieb ates te rckansiscsiw eth eecaiaice 77, 000 
I I OT peng graces mane ls i 6, 900 
Audio, test, and measuring equipment______---------__------_-__-_ 22, 000 
Primary power, secondary distribution equipment, auxiliaries, ete___ 44, 000 
REGAEE OIVOIIANE BIVEC MONT oon = cn ieee een 55, 000 
3 Gho-mslOwatt Giese! generator units... ... 346, 500 

1 300-kilowatt diesel generator unit___.._-__--_-_-___-_------_ ae . 39, 600 
isletaenois equipment (filters, compressors, oil purifiers, heavy 

2, IO OE ORES ES Se Pre ae a ee eos Ne eee rete om 66, 000 


CNN a cs gt cs ie ned clogs in osm bl isa clin eer inion 1, 107, 000 











ANTENNA SYSTEMS 


Mr. Rooney. I notice that you have a request entitled “Antenna sys- 
tems” in the amount of $946,000. 

What happens to the land antenna that you presently have for the 
Courier? 

Mr. Srrempert. The antennas there are receiving only. These would 
be for sending. 

Mr. Roonry. None of these are receiving antennas; is that right? 

Mr. Srreipert. That is right. 

Mr. Rooney. But in looking at page 9 of the justifications, I see an 
item included in this request entitled “Four receiving rhombic an- 
tennas.” 

What are they for? 

Mr. Martin. They would be used to augment the receiving station, 
and to accommodate communications into and out of the station. We 
figured we would have to operate there with direct communications 
for operational traffic and program material. For such traflic we 
would have to go back to Munich or back to Tangiers and that is why 
we have the extra antennas listed. 

The same thing is true with reference to the transmitting antennas 
there, which are to fit into a system of communications with the other 
bases. 

Mr. Roonry. How many and what type antenna do you have now ? 

Mr. Martin. At the receiving site I think there are four of what we 
would call half-rhombie antennas. 

Mr. Rooney. What did they cost? 

Mr. Martin. I do not seem to have the material here handy which 
contains that information, but the present receiving plant probably 
cost somewhere in the neighborhood of $25,000 or $30,000. 

Mr. Rooney. Why would four additional antennas cost $66,000, 
then ? 

Mr. Martin. Well, we could salvage some of the material and some 
of the masts. 

Mr. Roonry. Well, you said a while ago, if I understood you cor- 
rectly, that you were going to use the present antennas. 

Mr. Marrry. The sites, sir? 

Mr. Rooney. We were talking about antennas. We were not talking 
about the site. Do I understand you correctly that you intend to use 
those antennas ? 

Mr. Marrry. Yes, sir. 

Mr. Rooney. For what? 

Mr. Marrin. To receive programs, but we need to augment those 
antennas that we now have to receive communications. 

Mr. Roonry. With these four? 

Mr. Martin. Yes, sir. 

Mr. Rooney. Then I get back to the question: If the 4+ presently 
there cost $25,000 or $30,000, as you said, why should these 4 cost 
$66,000 # 

Mr. Marrix. Those that we already have are much simpler. They 
are what we call half-rhombic antennas. In size they are roughly one- 
half the size of one of these. 

Mr. Rooney. Do you have the dimensions of the present antenna ? 

Mr. Martin. I do not have them with me, sir; but we have them in 
the office, and I can submit them for the record. 
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Mr. Rooney. This is all a pretty loose sort of thing, is it not 

Mr. Martin. Sir? 

Mr. Rooney. This is all pretty loose; is it not? 

Mr. Marrix. Well, no, sir; 1 do not think so. You see, this is an 
estimate as close as we can make it before finally proceeding with the 
project. Of course then, we would have to go in and do the detailed 
architectural and engineering work. 


BUREAU OF THE BUDGET REQUEST 


Mr. Rooney. What did you ask of the Bureau of the Budget in 
this instance ¢ 

Mr. Posner. Mr. Chairman, we requested from the Bureau of the 
Budget $2.830,000 as the cost of the project, sir. The Budget deci- 
sion did not change the estimated total, but after reviewing the avail- 
abilities. it was decided to request new appropriations of $2 million, 
and to utilize $830,000 of existing balances. 


UNOBLIGATED BALANCES 


Mr. Rooney. Will the $830,000 use up all the unobligated balance 
in this fund? 

Mr. Posner. It will use up all the unobligated balances not specifi- 
cally required for other projects; yes, sir. 

Mr. Rooney. Do you have a statement of the unobligated balance 
specifically required for other projects 

Mr. Posner. Yes, sir. 

Mr. Rooxry. Where is that to be found 7 

Mr. Posner. That appears at page 4a of the justifications. 

Mr. Roonry. Who is presently the head of the Voice of America, 
the broadcasting end of it? 

Mr. Srreiverr. J. R. Poppele. 

Mr. Rooney. Is he still with the agency / 

Mr. Srremperr. Yes; he has submitted a resignation effective July 
Lo. 1956. 

(Discussion off the record.) 

Do you have any questions, Mr, Clevenger ? 


MEGAWATT STATIONS 


Mr. Cievencer. Looking at this request on page 8 of the justitica- 
tions, this evidently contemplates having a 500,000-watt station; is 
that correct. / 

Mr. Srretnerr. Well, a 500,000-watt transmitter, because we have 
such a transmitter, but it would be operated at 250 kilowatts. 

Mr. CLevencer. Well, they are made in units of 250 kilowatts, and 
then combined into 500 kilowatts; are they not ? 

Mr. Srreipert. Yes, sir; they can be combined into 750,000 watts, 
or 1 million watts, if you want them that way. 

Mr. Martin. Actually, the megawatt medium-wave transmitters 
are made in blocks of two 500-kilowatt transmitters. The 2 com- 
bined give you 1,000 kilowatts. You can operate them that way 
sasily. 

Mr. Cievencer. The reason I have asked you this is because I have 
never gotten anything out of this agency but baby stares when I ask 
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about equipment, or inventories. However, that was previous to your 
coming into the program, Mr. Streibert. However, I had an engineer 
make an inventory of such of this material as we could find. 

Mr. Srremert. Yes; I remember that. 

Mr. Crevencer. These were built in Texas; were they not ? 

Mr. Srrerpert. Yes, sir. 

Mr. Cievencer. Down there at the plant itself where they were 
made were 5-megawatt stations on that inventory. Do you remember 
that ? 

Mr. Martin. Yes, sir. 

Mr. Crievencrr. Then, a sixth one was stored on a railroad right- 
of-way that had been shipped to the Pacific coast in that ill-fated 
adventure in the Northwest, and we were paying $150 a month to the 
railroad company to let this equipment he on the right-of-way. It 
was not in a warehouse, but we were paying that amount for storage. 

What happened to that one? 

Mr. Srreiert. That was brought promptly over to the east, and 
put in Government storage. 

Mr. Cievencer. The ones from Texas were doing all right? 

Mr. Srreipert. Yes, sir. 

Mr. Cievencer. Why on earth should you buy two units of one- 
quarter million watts here for this project? Can you not use this 
other? 

Mr. Srreteert. We will, sir. 

Mr. Cievencer. Well, it will cost $450,000 to take one of them over 
there ? 

Mr. Srreimert. No, sir; that figure is used only to show the total 
cost. You will see in the summary that that cost is deducted. That 
information is detailed on page 6 of the justifications. It says “Less 
transmitter equipment available of $450,000.” 

Mr. Cievencer. I did not know that. 

Mr. Srreiperr. We wanted to show the gross cost. 


EQUIPMENT INVENTORY 


Mr. CLevencer. I understood you to say that presently you have 
material on hand in the amount of $6 million or $7 million? 

Mr. Posner. There is a total, sir, of $8 million worth of equipment 
in our warehouses. Of that amount, $1,637,000 is equipment which the 
agency is holding and which it has not declared surplus. There is a 
total of $5.5 million which has been declared surplus to the specific 
needs of the Agency. 

Mr. Cievencer. And that, of course, as you know, has not been dis- 
posed of or taken off your cost of warehousing ? 

Mr. Srreipert. That has not, as of the present, but there are 1 or 2 
requests for that pending. 

Mr. Cievencer. I never could understand how on earth they bought 
10 of these originally. T have accounted for some 8 or 9. What hap- 
pened to the one that went to North Carolina? Is that presently in 
the warehouse? 

Mr. Martin. That is one of them in the warehouse. 

Mr. Srrerpert. That never got shipped out of there. 

Mr. CievenceR. You know, this is the most ungodly operation that 
Thave ever had anything to do with. When I first started asking about 
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it, all I got was baby stares like I was talking to a 16-year-old blond 
that was very worldlywise, and yet would look up at you in innocence. 
That is the way the people in this Agency have reacted, and it is not 
funny to see these millions of dollars tied up this way. 

What is the cost of one of those units before installation? You put 
one in Okanawa. We know that. You put one also over in the Philip- 
pines, and we know about that. 

Mr. Srremerr. A medium-wave unit cost about $732,000. That 
was the cost of a megawatt medium-wave transmitter. 

Mr. Cievencer. Was not that a reckless expenditure of funds to buy 
8 or possibly 10 of them at one time, before the use of them was ever 
demonstrated to be practical ? 

Mr. Srreisert. Well, I think that—— 

Mr. Cievencer. Understand—I do not charge you with it, because 
you were not there, Mr. Streibert. 

Mr. Srretperr. No; I was just going to say that we have tried to 
make order out of this, and make sense of it, and that is why we de- 
clared much of this equipment surplus. Actually, the equipment as 
manufactured, we have found, does work and work well. It is a ques- 
tion of whether it has utility on the sites. The usefulness in broadcast- 
ing from it is another matter. But technically, I must say that we find 
that these are performing or are capable of performing as projected. 

Mr. CLevencer. You have a whole area of potential friends of the 
United States who are out of contact with you; do you not? 

Do not these people have radio stations ¢ 

Mr. Srrerert. Where? 

Mr. Cievencer. In North Africa, and in a good portion of the Near 
East. 

Mr. Srretperr. Well, the Near East, of course, is covered by the 
installation we are discussing this morning. 

Mr. CLevenceR. Well, Salonika is located in that general area. 
How powerful is that station ? 

Mr. Strerpert. They have a lot of power, but they cannot go as far 
as the Near East. 

Mr. CLevencer. Is that medium wave, or short wave ? 

Mr. Srreipert. Both. 

Mr. Crievencer. The thing that always struck me was the light re- 
gard that people operating this Agency had for the value of the peo- 
ple’s money. 

Mr. Srremert. Well, I certainly submit that we are trying to make 
the best order we can of it, and 1 wanted to emphasize at the begin- 
ning of my statement that this is the first new construction money 
we have requested. 

Mr. CLeveNGeR. You might think it strange that I never had a word 
of appreciation, but I have heard of criticism of my actions in locating 
this bunch of equipment that lay around at various places. I never 
had a word of commendation from down below, and yet it all occurred 
prior to that. It is a discouraging thing to sit here in this room and 
try to see that the people’s money is not wasted or thrown away ca- 
priciously, but unfortunately it is another thankless task. You reap 
instead hostility from the people. This occurred before you came 
into the Agency, and before you had anything to do with it and you 
are perfectly innocent and also a perfectly innocent man was a victim 
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of it at that time, one of the finest men I ever knew. However, this 
was all done without his knowledge. 

On the other hand, you cannot blame the Congress for having its 
doubts about the sanity of the operation of the Agency. It just can- 
not be done because of things that have gone before. 

Is this material which has been declared sur plus presently in storage 
at the Bush terminal ? 

Mr. Srrreserr. Yes, sir. 

Mr. Cievencer. Well, I imagine the storage charges are high. 

Mr. Srreisertr. The storage charges come under the operations of 
the GSA. 

Mr. CLevencer. Yes, sir: the General Services Administration is a 
catchall. It is like the undertaker burying all of the doctor's mistakes, 
In fact, it is getting so the doctor has a stamp entitled “Opened by 
Mistake,” before he sends some of us to the undertaker, and I suppose 
you have a rubber stamp and put it on some of this equipment. 

Mr. Srreimpertr. We have stamped it “surplus.” 

Mr. Cievencer. Well, I hope it is a different proposition today than 
it has been over the years that I have checked into it. 

Off the record. 

(Diseussion off the record.) 

Mr. CLevencer. I distinctly hope that we will not have to blush in 
the future because of the operations of this Agency. 

That is all, Mr. Chairman. 

Mr. Rooney. If there are not further questions, we thank you, gentle- 
men, very much. 
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SIDNEY R. YATES, Illinois JOHN PHILLIPS, California 
JOEL. EVINS, Tennessee CHARLES W. VURSELL, Illinois 
EDWARD P. BOLAND, Massachusetts HAROLDC. OSTERTAG, New York 


Tuurspay, JUNE 7, 1956. 
GENERAL SERVICES ADMINISTRATION 
WITNESSES 


FRANKLIN G. FLOETE, ADMINISTRATOR 

MAX MEDLEY, COMPTROLLER 

M. H. ELLIOTT, GENERAL, COUNSEL 

W. P. TURPIN, ASSISTANT COMPTROLLER 

D. E. A. CAMERON, DIRECTOR, BUDGET DIVISION 

F. S. POORMAN, DEPUTY COMMISSIONER, PUBLIC BUILDINGS 
SERVICE 

J. E. STRAWSER, ADMINISTRATIVE OFFICER, PBS 

W. A. SCHMIDT, DEPUTY DIRECTOR, BUILDINGS MANAGEMENT 

R. R. FREDLUND, CHIEF, WAGE ADMINISTRATION 

R. T. DALY, DIRECTOR, STORES DIVISION 

HARLAND BARTHOLOMEW, CHAIRMAN, NATIONAL CAPITAL PLAN- 
NING COMMISSION 

JOHN NOLEN, JR., DIRECTOR, NATIONAL CAPITAL PLANNING COM- 
MISSION 

DAVID E. FINLEY, CHAIRMAN, COMMISSION ON FINE ARTS 

LINTON R. WILSON, SECRETARY AND ADMINISTRATIVE OFFICER, 
COMMISSION ON FINE ARTS 

ROBERT P. FISCHELIS, SECRETARY AND GENERAL MANAGER, 
AMERICAN PHARMACEUTICAL ASSOCIATION 

PAUL O’BRIEN, COUNSEL, AMERICAN PHARMACEUTICAL ASSOCIA- 
TION 

DONALD DAWSON, ATTORNEY FOR THE NATIONAL ASSOCIATION 
OF LIFE UNDERWRITERS 

JOHN MARSH, MEMBER, LOCAL BUILDING COMMITTEE, NATIONAL 
ASSOCIATION OF LIFE UNDERWRITERS 

THOMAS S. ESTES, DEPUTY ASSISTANT SECRETARY FOR OPERA- 
TIONS, DEPARTMENT OF STATE 


Mr. Tromas. Gentlemen, the subcommittee will please come to 
order. 

We have for consideration this morning proposed supplemental ap- 
propriations for the General Services Administration, as set forth in 
House Document No. 403 and House Document No. 420 of the 84th 
Congress, 2d session. 

There are 6 items, including 1 item on language, totaling $14.7 mil- 
lion, presented in House Document No. 403, and an item of $200,000 
presented in House Document No, 420. 

We have the pleasure of having with us again a good many of our 
old and distinguished friends. 

We have before us the Administrator of the General Services Ad- 
ministration, Mr. Franklin G. Floete. He is accompanied by Max 
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Medley, Comptroller; W. P. Turpin, Assistant Comptroller, Budget; 
and Mr. D. E. A. Cameron, Director of Budget Estimates. 

We also have our friends present here on the real property items. 
We are glad to see Mr. F. S. Poorman, who is Deputy Commissioner of 
the Public Buildings Service, Mr. J. E. Strawser, Administrative 
Officer: our old friend W. A. Schmidt, Deputy Director of Buildings 
Management; and Mr. R. R. Fredlund, Chief of Wage Administration. 
You have been doing a little negotiating, have you not, Mr. Fredlund ? 

Mr. Frepiunp. Yes, sir. 

Mr. THomas. On the personal property items we are glad to see Mr. 
R. T. Daly, Director of the Stores Division, is here. 

We are delighted, as well as honored to have with us some distin- 
guished gentlemen from the National Capital Planning Commission 
and other organizations. 

We have the verv able chairman of the National Capital Planning 
Commission, Mr. Harland Bartholomew. 

We also have present Mr. Linton R. Wilson, Secretary and Ad- 
ministrative Officer of the Fine Arts Commission: Mr. Robert P. 
Fischelis, secretary and general manager of the American Pharmaceu- 
tical Association. We have our very distinguished friend, Donald 
Dawson, attorney for the National Association of Life Underwriters; 
and Mr. Thomas S. Estes, Deputy Assistant Secretary for Operations, 
Department of State. 

T see my cousin, Mr. Finley, over there. 

Have we overlooked anybody here? 

Mr. Poorman. Mr. Nolen, Director of the National Capital Plan- 
ning Commission also is here. 

Mr. Troomas. Mr. Nolen is an old friend of many years’ standing. 

Mr. Frorrre. Mr. Elliott, our General Counsel also is here, Mr. 
Chairman. 

Mr. Tuomas. It is good to see you, Brother Elliott. This com- 
mittee could not meet without Mr. Elliott. We just naturally assumed 
he was here. 

We are glad to have with us Mr. Finley and our other friends from 
the Fine Arts Commission and the National Capital Planning Com- 
mission. 

ACQUISITION oF LAND, District or CoLUMBIA 


Let us take up first the item of the acquisition of a little piece of 
land. We will insert pages 16 and 17 of the justifications in the record 
at this point. 

(The justifications are as follows :) 


APPROPRIATION LANGUAGE 


“ACQUISITION OF LAND, DISTRICT OF COLUMBIA 


“Acquisition of land, District of Columbia: For expenses, not otherwise pro- 
vided for, necessary for the acquisition by purchase, condemnation, or otherwise, 
of a portion of the land, including improvements thereon, in square 62, District 
of Columbia, pursuant to the provisions of the Public Buildings Act of May 25, 
1926 (40 U.S. C. 841), as amended, $300,000, to remain available until erpended: 
Provided, That the Administrator of General Services is authorized to exchange 
the same or a part thereof for any other land in said square on such terms and 
conditions as the Administrator may determine with the approval of the Na- 
tional Capital Planning Commission.” 
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GENERAL STATEMENT 


“This proposed appropriation is needed to purchase lots 10 and 18 of square 62, 
District of Columbia. No other funds are available for the purchase of these lots 
adjacent to the site of the proposed extension of the State Department Building. 
They are directly south of the building site and ownership by the Government 
is considered essential for reasons of security and appearance” (from H. Doe. 
No. 403, 84th Cong.). 

Under the Public Buildings Act of 1926, as amended, the entire area in the 
District of Columbia defined as the northwest public building area, lying south 
of Virginia and New York Avenues, between 17th and 23d Streets, was author- 
ized for acquisition. Due to limited funds, lots Nos. 10, 11, and 18, in square 62, 
were not acquired by the Government when purchases were completed in adjacent 
areas. Square 62 is bounded on the east and west by 22d and 25d Streets, and 
on the north and south by C Street and Constitution Avenue. The south portion 
of the block is occupied by the American Institute of Pharmacy under Public 
Resolution No. 18, 72d Congress. 

Lots 10 and 18 are improved and in use by Conger’s Laundry. Lot 11 is 
owned by the National Association of Life Underwriters and plans are under 
way to construct a national headquarters building thereon. 

The Zoning Commission of the District of Columbia, in December 1954, ap- 
proved a zoning change which permits commercial development in this area. 
Further commercial development in square 62 would result in a situation entirely 
out of keeping with permanent Federal development along Constitution Avenue 
and other Federal buildings and monuments in the general vicinity and would 
substantially increase the cost of acquiring these properties in the future. 

A supplemental estimate was submitted to the Congress in 1955 for purchase 
of lots 10, 11, and 18. Favorable action was denied largely due to objections 
of the National Association of Life Underwriters. 

In a recent letter to the Administrator of General Services, the owner of lots 
10 and 18, in square 62, stated that he is considering a proposal to build an 8-story 
apartment building on the site in question. It is proposed to purchase these lots 
and to exchange portions of the two properties with the Underwriters’ Associa- 
tion in order that their headquarters building may be centered on the C Street 
frontage. 

It is considered in the best interest of the Government to obtain these proper 
ties at the earliest possible moment in order to (1) forestall possible commercial 
development incongruous to the surrounding monumental type buildings, (2) 
to assure consistency with the original plan for development of square 62, and 

(3) to enable the National Association of Life Underwriters to proceed with 
construction of their headquarters without further delay. 

The proposed language will assure that the properties involved will be utilized 
under terms and conditions similar to those successfully carried out by the 
National Capital Planning Commission and the American Institute of Pharmacy 
with respect to the balance of the square. 


JUSTIFICATION 


The construction of a multistoried apartment building and a headquarters 
building for the National Underwriters’ Association would necessarily require 
construction on or near the building line fronting on C Street. The location of 
private structures in such close proximity to the new State Department Building 
now under design would create additional security problems and might require 
reorientation of proposed facilities now being designed for inclusion in the new 
State Building. 

Favorable attitude with respect to the acquisition of this additional land has 
been expressed by the National Capital Planning Commission. <A report of the 
special Public Buildings Committee approved by the Commission April 6, 1956 
recommends that the Commission strongly urge the General Services Admin 
istration, or other proner authority, to secure funds for the aequisitien of the 
remaining land in uncontrolled private ownership and use within the authorized 
publie building areas south of E Street, between 19th and 23d Streets, in order 
to complete plan commitments for the northwest rectangle. 

The properties in question are within the “taking” lines established by section 
1 (b) of the act of March 31, 1980 (46 Stat. 137). No funds are presently 
available for purchase of any additional property inside the established taking 
lines. 
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An appraisal of the properties has been made by qualified appraisers of GSA 
and an amount of $270,257 was reported as combined fair market value for pur- 
chase of the 2 lots which comprise an area of 21,096 square feet. This valuation 
was based on use of the properties corresponding to Classification of first 
commercial. 

It is estimated that the properties can be obtained within a limitation of 
S300,000. 

Acquisition of these properties at the earliest practicable date is recommended 
to prevent further commercial development which would greatly enhance the 
value with a corresponding increase in ultimate cost to the Government. 

Mr. THomas. You are asking for about $14 a square foot for acqui- 
sition of land. You had better put your best foot forward right quick. 
Who wants to talk about that ? 

Mr. Frorre. Mr. Bartholomew is here, Mr. Chairman. 


STATEMENT or Mr. Harnanp BarrnoLomEew 


Mr. Barrnotomew. Gentlemen, my name is Harland Bartholomew, 
Tam chairman of the National Capital Planning Commission. 


LONG-RANGE PROGRAM OF PUBLIC BUILDINGS IN NORTITWEST TRIANGLE 


I wish to start by saying that this bill is part of a long-range pro- 
gram of public buildings in what was called the northwest triangle, 
originally—some refer to it as the northwest rectanele—taking a con 
siderable amount of property to the west of 17th Street and on thie 
north of Constitution Avenue for a group of public buildings. That 
plan was authorized by Congress, T believe. in the Public Buildings 
Act of 1926, which has been amended from time to time, but which 
act sets the basic plan for that entire area. 

The National Commission of Fine Arts, the Public Buildings Serv- 
ice of GSA, the National Capital Planning Commission, and other 
agencies involved have been engaged over the years in carrying out 
that plan. A considerable number of buildings. as vou know, have 
been located in accordance with the plan, including the Department 
of the Interior and the Department of State buildings, the Federal 
Reserve building and such. 

One of the important parts of that plan, of course, has been the 
Constitution Avenue frontage, which now has all been developed 
with buildings of an institutional type, with rather wide spacing, as 
you may have noticed. T hev are relatively small buildings with con- 
siderable space on either side of them which would permit views 
back in between them into the building groups behind. 

Now that we are proceeding with the building of the central office 
building for the State Department we are coming very nearly to the 
conclusion of this rather great public building se heme. 

This block 62 happens to be one of the blocks which has not hereto- 
fore been improved except with the National Pharmaceutical build- 
ing. Now that the State Department is proceeding with its building, 
it is an appropriate time to complete the plan with respect to that 
part of the northwest triangle and in paricular this block No. 62. 

To those of you who have followed the plan over a period of years 
you will know that there were some very difficult conditions that oc- 
curred in that block, partly because it was originally bisected by a 
street known as Water Street. There were a number of special con- 
ditions which were involved that required a special act in 1932. Water 
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Street was closed and some exchanges of property took place there 
whereby certain of the land was transferred to the National Park 
Service and they in turn made an exchange of property with the 
National Pharmaceutical Association, which made possible the con- 
struction of that building in its present jocation, which is a very 
happy location, by the way, and rather completed the Constitution 
Avenue frontage very well. 

In order to get the corresponding views up 22d and 23d Streets to 
the new State Department building there needs to be further acquisi- 
tion of property in block 62, which is provided for by this item in the 
budget of the General Services Administration. 


CONFLICTING SEPARATE OWNERSHIPS IN AREA 


There are still separate ownerships which are somewhat conflicting 
in their boundary lines, so far as the public buildings arrangement 
voes. The Planning Commission, the Fine Arts Commission, the 
Public Buildings Service, and others have been discussing the matter 
with the owner. We believe that a very satisfactory arrangement, 
completely in harmony with the general plan for the area, can now be 
worked out. I will not go into the details, except to say that it does 
provide certain adjustments whereby C Street, for example, can con 
tinue to be widened to the west, as provision has already been made for 
it to the east, both in front of the Interior Department Building and 
the Federal Reserve Building. Now this can be completed as far as 
23d Street. 

Mr. Thomas. Mr. Bartholomew, what makes that land cost S14 a 
square foot. That isa lot of money. You can goto New York or toa 
vood town like Houston and buy land cheaper than that. What is 
out there to make it worth $14 a square foot? Is it just because the 
Fine Arts Commission thinks it ought to be there, or what / 

Mr. Barruotomew. I shall have to leave the testimony with respect 
to values to somebody else, Mr. Chairman. I have not gone into that 
aspect of the situation. 

I have been interested in the completion of the plan in that area. 
Persons who are qualified as appraisers will be able to testify on that 
aspect. 

Mr. Thomas. You keep referring to a plan in that area. What 
buildings are planned to be built there, and who has the plan / 

Mr. Barruotomew. In that particular block we have the American 
Pharmaceutical Association, and then there is the National Associa- 
tion of Life Underwriters, which has the northwest corner of C and 
23nd Streets. 

Mr. Thomas. Tam familiar with that. I thought you were talking 
about a plan for Government buildings. A lot of people in this 
country think we have too many Government buildings now, and that 
maybe we would do well to tear up some of these future plans and 
reduce our holdings rather than add to them. 


INTERESTS OF THE NATIONAL CAPITAL PLANNING COMMISSION 
Mr. BarrnoLtomew. Mr. Chairman, from the standpoint of the 


Planning Commission we have two interests. One is to see, you might 
say, that the front door and the appearance of this very large State 
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Department Building is appropriate. It will not be appropriate if 
a building is built out to the street line on the corner of 22nd and C 
Streets. 

Mr. Tromas. You mean the tea pourers over in the State Department 
will not like that ? 

Mr. Barruotomew. I think the public itself would be badly dis- 
appointed. 

( Discussion off the record. ) 

Mr. BarrHotomew. You may recall that I said the Planning Com- 
mission interest here was in two matters. First, we think if we are 
spending $50 million or somewhere in that vicinity for a State Depart- 
ment Building we should have a proper approach and setting for it. 

Apart from that we have two other considerations, from the Plan- 
ning Commission standpoint, which we think are exceedingly impor- 
tant. First, with the enormous number of people who are going to 
come into that State Department Building, we are going to have quite 
a traffic problem. C Street needs to be widened. The one way we can 
get an adequate width for C Street is to make provisions for building 
setbacks, and that means adjusting the property lines in this block. 

Furthermore, and even more important, Congress has authorized a 
new crossing of the Potomac River at Constitution Avenue in the form 
of a bridge oratunnel. There is some discussion of a tunnel. What- 
ever the case may be, there is a large amount of traffic to come in there. 
The intersection of 23d and Constitution is going to be so difficult 
that we must have a grade separation. We have all agreed on that 
with the Highway Department and others. In order to have a grade 
separation at 23d and Constitution we have to have a service road on 
the east side of 23d between C and Constitution. That means some 
additional widening of 23d Street. The time to get it is now, while 
we are rearranging the property ownerships and the Government 
acquisition in block 62. 

So what I am here to say to you, sir, and to the members of your 
committee, is that we heartily approve of this acquisition because it 
will permit not merely the first thing I spoke of, a setting for the State 
Department Building which is commensurate with the development of 
the other blocks in this northwest rectangle, but also will provide the 
necessary requirements for traffic through the widening of C Street 
and the width for the service road we will have to have on 23d Street. 

Mr. Tomas. You may have something on that second point. Point 
that out to us on a map. 


PROPOSED USES OF LOT NO. 62 


Mr. Poorman. Sir, this [indicating] is the orientation. The 
light green [indicating] is the property owned by the pharmaceutical 
people. 

Mr. Puturrs. That is an existing structure ? 

Mr. Poorman. That is right; that is an existing structure. The 
darker green are two lots. 

Mr. Tuomas. Where are the streets you are going to widen ? 

Mr. Barruotomew. Here [indicating] and here [indicating]. 

Mr. Tromas. How is that going to affect this property here [indi- 
cating]? It does not touch either one of these properties [indicating]. 

Mr. BarrHotomew. Mr. Poorman, will you go on from this point, 
or shall I? 








if 


m- 
ure 
rt- 


in- 
or- 

to 
ite 
an 


ng 


la 
rm 
At- 
re, 
alt 
at 
de 
on 
me 
ile 
nt 
ur 


it 
ite 
of 
he 
ef 


nt 


he 
al 


he 





769 


Mr. Poorman. If you are familiar enough with it, I think you 
should. 

Mr. Barrnotomew. This is the Conger Laundry property [indi- 
cating], and this is in private ownership [indicating]. It is a sep- 
arate lot. 

Mr. Putiutrs. Which is the Conger Laundry ¢ 

Mr. Barrnotomew. The dark green is the Conger property. The 
small lot on 22d Street is shown in yellow. The Life Underwriters 
property is shown in blue. 

Mr. Vursetn. That is what you want to buy. 

Mr. BarrHotomew. The green is what it is proposed to buy. Then 
by a rearrangement of property ownerships it is believed that provi- 
sion for expansion of the Pharmaceutical Building and the rearrange- 
ment of the Life Underwriters Building can all be accomplished. 

Mr. Tuomas. Where is C Street now ¢ 

Mr. BarrHotomew. This | indicating | is C Street here. 

Mr. Tuomas. How many feet frontage do you have on C Street ? 

Mr. BarrHuotomew. The entire block. You mean for the Conger 
property ¢ 

Mr. Tuomas. Are you going to take all that property ? 

Mr. Barrnotomew. It is going to take the entire Conger property. 

Mr. THomas. How many feet ? 

Mr. Barruotomew. About 20 feet on this side [indicating] and 17 
feet on the 23d Street side. 

Mr. Tiromas. You always have the right of condemnation. You 
ean go inand buy if, as, and when you have to. 


LAND PROPOSED FOR EXCHANGE WITH LIFE UNDERWRITERS 


Mr. Barrnotomew. Now, on this other plan [indicating], is the 
ultimate plan for the location of the insurance building, turned around 
this way [indicating] instead of on that corner, with an exchange 
of property here [indicating] for that over here [indicating]; and 
the possibility of the expansion of the Pharmaceutical Building, which 
they wish to do. It works out in this fashion | indicating |. 

Mr. Thomas. How many square feet of land do the insurance people 
have there now ? 

Mr. BarrnoLtomew. I will ask Mr. Poorman at this point to give 
some of the figures. 

Mr. Tomas. You are going to buy 21,096 square feet. Of the 21,000 
square feet are you going to give any more land to the insurance 
company, more than they now have? 

Mr. Poorman. Sir, they now own 9,200 square feet. 

Mr. Tuomas. What are the details of the trade? How many square 
feet are they going to come out with after you buy the 21,000? Are 
you going to give them 2,000 or 3,000 square feet ? 

Mr. Poorman. I am not sure. I might say parenthetically that the 
insurance people have agreed—assuming that this materializes—to 
undertake the grading and the landscaping of the entire area, which 
will entail an additional expenditure of around $45,000 to $50,000. 
This [indicating] is actually the same size of the building they origi- 
nally projected. 
aw Puiuirs. But it requires them to make a complete new plan, 

take It. 
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Mr. Poorman. There is considerable orientation. If that building 
were sited as originally proposed, Mr. Chairman, any condemnation 
for the additional 20 feet for widening on C Street would cut off a 
portion of that building. In other words, its siting went over into 
the 20-foot indicated taking area there. 

Mr. Tuomas. Assuming something is put on it. Is there anything 
on it now, except that old laundry building 4 

Mr. Poorman. No, sir. The insurance people tell us they expect 
to have a ground breaking in September. 

Mr. Dawson. That is correct. Our convention is in September. 

Mr. Puiurrs. You have not answered the chairman’s question, 
which, I think, is inrportant. 

Mr. Poorman. I have not answered it, sir. IT was hoping Mr. Nolen 
would. 

Do you know what the actual area of this building, plus this parking 
space back of it, is in relation to what the original area was / 

Mr. Noten. It is slightly more. However, they will, under the 
proposal, take over the perpetual maintenance of these two corners. 

Mr. Prucurps. The insurance people do ¢ 

Mr. Nouen. Yes. 

Mr. Poorman. They would grade and landscape it. 

Mr. Puitiirs. Who pays the additional $40,000 for grading / 

Mr. Poorman. They would. 

Mr. Privuprs. Why should they ? 

Mr. Poorman. They have indicated that the improved siting of their 
facility is worth that additional expenditure on their part. 

Mr. THomas. What do you mean by “improved”? Are they getting 
more land ? 

Mr. Poorman. They are getting a siting in the center of a block, 
rather than on the corner of the block there, by virtue of their agree- 
ment to maintain in perpetuity the adjacent areas, and they are assur- 
ing that there will be no further encroachment on that block. 

Mr. Puinires. Will the chairman vield for a question / 

Mr. THomas. Surely. 

Mr. Puriiirs. What do vou expect to do with these two corners, if 
this were to be approved and carried out ? 

Mr. Poorman. It would be landscaped commensurate with the land- 
scaping in the rest of the block. The insurance people would do it 
at their own expense, under plans approved by us. 

Mr. Noren. That is essentially the same arrangement made with 
the Pharmaceutical Association under the 1932 act of Congress. Water 
Street and adjoining area were given to them for that purpose. 

Mr. Pririps. As T understand it, the entrance to*the State De- 
partment Building will be directly in front of 22d Street. When you 
came up here before, and we did not like your idea, the original plan 
was to just get the insurance people out of there and use that corner 
for a sort of a highest top echelon VIP parking area. 

Mr. Poorman. That was possible use of it at that time. 

Mr. Putmurps. Possible, my eye. That is what you intended to use 
it for. 

Mr. Poorman. We were proposing that to offset a part of the cost. 
There is no contemplated parking in either of these areas. The insur- 
ance and pharmaceutical groups contemplate parking between the two 
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buildings, but there would be no parking in any of the adjacent areas. 
It would be landscaped. 

Mr. Pumps. I never thought that a parking lot was particularly 
esthetic. The Planning Commission seemed to approve it. 

I would be curious to know what sort of pressure you put on the 
National Association of Life Underwriters. 

Mr. Poorman. They have representation here, Mr. Congressman. 
Mr. Dawson is here. 

Mr. Barruotomew. Mr. Chairman, may IT conclude by saying, on 
this plan, you will notice the driveway at the main entrance of the 
State Department Building is centered on 22d Street. Here [indicat- 
ing] is another plan that shows the detail of the proposed develop- 
ment. There you can get a litle better idea of the manner in which 
the property would be improved, and the two parking areas Mr. Nolen 
referred to between the two buildings. 


NEW STATE DEPARTMENT BUILDING 


Mr. Puiwurs. Mr. Chairman, I have a collateral question, if I 
may ask it now. I think we ought to discuss a little bit this State 
Department Building. That involves the expenditure of how much 
money ¢ 

Mr. THomas. $50 million. 

Mr. Puivurrs. I think it is $55 or $60 million, more or less. 

The State Department today is in the War Building? 

Mr. Poorman. It is in the New War Building; yes, sir. 

Mr. Puitures. Then it is spread all over, with a mushroom growth 
in every one of these apartment houses and temporary buildings, in 
the whole west end of the city. 

If this building is built, what asurance does the Congress have that 
the State Department is going to do away with all these buildings it 
isusing now! Is this just going to add additional space for the State 
Department to spread out in? 

Mr. Poorman. Mr. Chairman, Mr. Estes, who is Deputy Assistant 
Secretary of the State Department, is with us. He has monitored that 
program throughout. Iam sure he would be pleased to answer any 
questions. 

Mr. Putuipes. Whatever the chairman wants. 

Mr. Tuomas. Surely. 

Mr. Putiiirs. Just as a personal opinion, it seems to me that this 
Congress ought to have some assurance that if a State Department 
building of that kind is built we are not just getting additional space 
for the State Department, in addition to all the unnecessary space. that 
it has at the present time. Until that is settled, it seems to me this 
discussion is a secondary matter. 

Mr. Trromas. Who can answer that? Is Mr. Estes here ? 

Mr. Esres. Mr. Chairman, | can assure this committee that the 
Department of State intends to vacate all the 28 buildings that it 
occupies in addition to the War Department Building, to use your 
terminology, sir. 

That has been part of our testimony before Mr. Rooney’s committee 
on two previous occasions when we have sought and obtained appro- 
priations for designing and planning. We anticipate appearing be- 
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fore that committee sometime next week for the main amount of the 
construction funds. 

The amount, sir, if I may set the record straight, is $55.6 million for 
all construction and related work, in addition to the $1.8 million which 
has already been appropriated. 

Mr. Puuuirs. That makes $57.4 million? 

Mr. Estes. $57.4 million. 

The original estimate was $60 million. We have reduced it. 

Mr. Puiiures. Can you give us the exact amount of floor space oc- 
cupied by the State Department at the moment, as compared to the 
exact amount which will be occupied when that building is completed 

Mr. Estes. Yes, sir: if you wi Ah give me one moment, sir. 

The planned extension to the present State Department Building 
would add approximately 1,040,000 net usable square feet to the 274,- 
000 net square feet available to us now in the main building, for a 
total of approximately 1,814,000 usable square feet for State-ICA 
operations. In addition to this there would be 294,000 square feet 
available for interior parking and General Services Administration ac- 
tivities within the building. 

Mr. Puiiies. Wait a minute. Do you say 1 million square feet in 
addition to all of these temporaries ? 

Mr. Esters. The temporaries, sir, will be demolished. 

Mr. Pures. If you take the War Building and all the temporaries 
and all the apartments you occupy, how much space do you have now? 
Then how much will you have after you have built this building? 

Mr. Estes. We will have an additional 50,000 square feet to occupy 
over what we have now. 

Mr. Puiiuips. Then how much is being occupied now by ICA% 

Mr. Estes. Sir, Iam afraid I do not have that in square feet. They 
are in 9 of the 29 buildings we are presently in. 

(The following information was submitted later :) 


The ICA has space presently in 9 buildings totaling 249,372 square feet. 


Mr. Puiiurrs. Roughly what is the figure? I do not know how 
much you would have in square footage. That is the point I have in 
mind, Mr. Chairman. 

Mr. THomas. Yes. 

Mr. Putiurs. Here we have ICA which, if anything, is a temporary 
organization. ICA is or ought to be a temporary organization. 

Mr. Tuomas. Is that 50,000 square feet over and above what they 
are now using? 

Mr. Puiuuies. 50,000 plus the ICA space. That is all additional 
space for a State Department which has been expanded sufficiently 
during certain theories which we hope are passed, and also during 
war, which we hope we will not have, which we would expect to con- 
tract rather than expand. 

Mr. Tuomas. What did you say the total usable square footage 

vas in the building? Was that 1.3 million? 

Mr. Estes. The extension which we propose to add to the main 
building would add 1,040,000 net square feet for our use. The main 
building itself has 274,000 net square feet. 

Mr. Puimuips. I have concluded my questions, Mr. Chairman, except 
to ask somebody what pressure was put on the insurance people to 
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make them yield the position which they had, which in my mind they 
had a perfect right to. 

Mr. Poorman. Mr. Chairman and Mr. Phillips, Mr. Dawson is 
here representing the insurance people. I might say that I believe 
they themselves reopened the present proposal some few months ago. 

Will you speak to Mr. Phillips’ question, sir ? 

Mr. Dawson. Mr. John Marsh is a member of the local building 
committee, and is here. I think he can speak on that question. 


STATEMENT OF Mr. JoHN MarsH 


POSITION OF PROPERTY OF LIFE UNDERWRITERS 


Mr. Marsn. Historically, a year ago we were ready to build our 
building over on the spot at 22d and C Streets. It seemed to us that we 
should be in accord with the various Government departments which 
were interested in maintaining the beautification of our District gov- 
ernment setup. Last year we cooperated with the Government agen- 

cies to try to get an appropriation so that we could swap lots, so to 
ep and be in the middle of that area rather than to be right at the 
entrance of the State Department. That effort failed, so we went 
to the Fine Arts Commission this year, and we finally secured approval 
of our building subject to certain modifications. 

One of the members of the Fine Arts Commission said in a sort of 
off-the-cuff remark, after the meeting was over: “Do not go ahead 
and put a steam shovel in there. Why do you not give the Govern- 
ment a chance to try to rearrange this, because it is going to be un- 

sightly? In other words, it is going to be a detrimental factor to the 
State ‘Department and to the Government’s overall program if you 
go ahead with this building.” 

So obviously this building would look better from a selfish point of 
view in the middle of the lot. than it would on the corner, and we do 
not want to be in the position of being out in that entrance and then 
later on, perhaps, having our building condemned and having to 
move again. It just seemed to us that if we could work out a method 
that would be fair to everyone concerned we would be happy to move 
into that area. 

So one of our people, the president of our association, a couple of 
months ago, following out your suggestion, sir, went to see one of the 
gentlemen here at the table, with the idea of as! <ing was there any use 
in pursuing this idea of an exchange of property with the Government 
further. He was not given any particular encouragement, but was 
told: “Perhaps we could at least listen to what you have to say.” 

We contacted the Pharmaceutical Association and the Public Build- 
ings Service and the Park Service and I believe the Fine Arts Com- 
mission and said: “We would be glad to participate in a renewed effort 
to bring about an arrangement of this building so that it would be in 
conformity with the overall pattern.” 

Mr. Tuomas. We cannot blame you. You are in the middle of the 
block and you have nice airspace on both sides. You do not increase 
the footage, for all practical purposes, but you get a free ride on the 
Fine Arts Commission. 
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ADDED COST TO LIFE UNDERWRITERS 


Mr. Putturps. I do not think you could call it a free ride. It is 
going to cost them $40,000 to level the ground instead of it costing the 
Government $40,000. It will also cost them for perpetual upkeep of 
the grounds. 

Mr. Marsu. Also, according to Mr. Tompkins the building may 
cost as much as $25,000 extra for the foundation, because there is a 
rock strata running from 23d to 22d. In the middle of the building 
we have an increased foundation problem. But because of the in 
creased beauty of the location and because it would seem to be in 
conformity of the pattern of the Government it would make sense 
to do that. 

Mr. Puiuurrs. There must be a lot of profit in life insurance. 

Mr. Marsu. Well, the agents are paying for this. 


STATEMENT OF Mr. Davin E. FINtey 
CONCERN OF FINE ARTS COMMISSION 


Mr. Firntey. Mr. Chairman, I would like to say a word at this 
oInt. 

The Underwriters Association has been really cooperative about 
this whole matter. I should like to give them credit for their atti- 
tude. 

The Commission on Fine Arts has been concerned for some time 
about this block. At the time the Pharmaceutical Building was 
erected it was the plan that the whole block would be acquired, but it 
was never done. The rear of the block presents an unsightly appear- 
ance, with a laundry on one corner and with the other corner un- 
improved. 

The Fine Arts Commission did not get into this until we were 
presented with a design of the building which the underwriters were 
going toerect. It seems to us it would spoil the whole situation. They 
were preparing to erect a building on the northeast corner of the block, 
and the northwest corner would be left, perhaps for commercial de- 
velopment, or something else. 

We talked it over and thought that, if it were at all possible we 
should try to get this small building into the middle of the lot, facing 
the very important development on C Street, the Department of State 
Building, and that then the whole situation would present a much 
better appearance. We talked with the underwriters, and they talked 
with other Government agencies; and they were perfectly agreeable 
to doing anything to improve that situation. The Fine Arts Com- 
mission appreciated that attitude very much. 

I agree with all that Mr. Bartholomew has said. I should like 
very much much to see the northern half of the block acquired by 
the Government and the exchange made so that the Underwriters 
Building can be in the center of the block, with landscaping on either 
side. If this is not done and, in 5 years, we see an unbalanced and 
perhaps unsuitable development of that square we will all regret it. 

The land is not going to get less expensive; it will get more expen- 
sive. It would have been far better from the Government’s point of 
view to have acquired it a year ago. The Fine Arts Commission feels 
it is very important to do this right now. 
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Mr. Puiutrs. Mr. Finley, I think you will forgive us if we occas- 
sionally judge the Fine Arts Commission opinion realistically rather 
than academically, 

Mr. Yates. Esthetically, you mean? 

Mr. Putuirs. Esthetic ally. I do not think it has anything directly 
to do with the present discussion, but it is obvious that the State 
Department is building a building which has more space than it needs 
at the present time, and the State Department is at the present time 
using more space than it needs at all, and should be on the move 
toward reduction of space rather than increasing it. 

The Fine Arts Commission is objecting to a filling station, which 
is an eyesore, and has been for the last 10 years that I know of, but 
the Fine Arts Commission will not let the owners do anything 
about it. The Fine Arts Commission turns around and in the same 
period QO. K.’s a memorial building in Luxembourg which looked more 
like a filling station than anything else. In fact, it was not as good 
as a filling station in most American cities. You were perfectly will- 
ing that that be erected, which would have been an insult to the people 
of Luxembourg. 

Sitting around this table, we cannot quite figure out the basis on 
which you make these decisions. Therefore we probably ask more 
questions than you would expect. 

Mr. Finutey. Mr. Chairman, I would be glad to answer any of your 
questions I can. The Fine Arts Commission has no jurisdiction over 
the little triangle, which I think is at the intersection of Massachusetts 
Avenue and Wisconsin, where the filling station is. It has never 
come before us. I think it isa matter of zoning. 

Mr. Pritiirs. I do not know. We have always blamed the Fine 
Arts Commission, living where I live. 

Mr. Fintry. No, sir. Iam sorry. I wish we could do something 
about it. I would like as much as you would to see that situation 
cleared up and the land either made a part or something more suit- 
able for that location. - It has never come before us and we would 
have no jurisdiction to advise about it until there is some proposal to 
acquire it. 

All I can say is that IT could not agree with vou more about that 
triangle. I would like to see that done. 

About Luxembourg, I cannot think of any building that the Fine 
Arts Commission would have any jurisdiction over, except perhaps 
in advising the Battle Monuments Commission. 

Mr. Puiturrs. That is what I am talking about. You approved 
this completely incredible design to be constructed in Luxembourg. 
If it had not been for the fact that this committee withheld the money, 
we would have had an unsuitable memorial put up in Luxembourg: 
It was put in the hands of another architect, and we are having a very 
appropriate and very nice memorial building put up there. 

Mr. Fintey. The Battle Monuments Commission submits its designs 
tous. They choose their own architects, sculptors, and so on. We 
have given many suggestions which we hope will improve many of 
those ‘designs, but we do not have control over them except to give 
advice. 

Mr. Puituiirs. I am just saying, as we thought here, you were fuss- 
ing about a filling station up on Massachusetts Avenue but you did 
not object to a filling station being put up as a war memorial in 
Luxembourg. 
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Mr. Fintey. I will have to look that up, sir. I do not remembe: 
that we ever approved anything like that. 

Mr. Puiiuirs. The Battle Monuments Commission took care of it. 

Mr. Fintey. I am glad to hear that. I assure you we did not initiate 
anything of that sort. 

Mr. Puutuies. I know you did not initiate it. You were asked was 
it O. K. with you and you said “Yes” when you should have said “No.” 

Mr. Fintey. I am sorry if you consider that we made a mistake. 
We do not want to make one here now. I feel we would make a mis- 
take if we did not acquire this land now rather than later, when we 
will all regret it. 


STATEMENT OF Dr. Ropert P. Fiscuenis 
INTEREST OF THE AMERICAN PHARMACEUTICAL ASSOCIATION 


Mr. Poorman. Mr. Chairman, Dr. Fischelis, of the American 
Pharmaceutical Association, is here. Inasmuch as the pharmaceutical! 
people have a very definite stake in this block, I think perhaps he 
might have a few remarks. 

Mr. THomas. What do you mean by a “definite stake”? Are they 
going to put up some of this extra money to buy this land? 

Mr. Poorman. They have a certain part of the area. The plan that 
Mr. Bartholomew spoke of proposes exchanging 

Mr. Puiturres. We are buying from them? 

Mr. Poorman. Exchanging with them. That is the appropriation 
language, as you will recall, here-—— 

Mr. 'THomas. What is the story on this, Doctor ? 

Dr. Fiscneuis. Mr. Chairman 

Mr. Tuomas. We are looking for somebody to put up the $300,000. 
We do not want the taxpayers to do it. Does si have the 
$300,000 # 

( Discussion off the record. ) 

Mr. THomas. What about it, Doctor? We are willing for someone 
to put up the $300,000. 

Dr. Fiscuenis. Mr. Chairman, you may get the impression that the 
Government is giving a great deal away here. We, at least, are giving 
up a great deal both for our present and future requirements. Now, if 
you will just take a look at thie chart, our property goes up into here. 
and we need to expand. We do not have any place to expand except 
to the rear or to the side of our present building. We could put a 
building in here, and it would be the same kind of an eyesore that is now 
proposed over on this corner, and we are working and are perfectly 
‘willing to work with the agencies that are planning to rearrange this. 
but there are certain equities here that we are entitled to also. So, | 
don’t think 

Mr. Tuomas. What are those equities, Doctor? Those are big 
words that you are using. 

Dr. Fiscuexts. In the first place, when we built here, we had to 
acquire a lot of property in order to conform to the requirements of 
the National Capital Planning Commission and the Fine Arts Com- 
mission to meet the general building plans for this Lincoln Memorial 
area. We were assured at that time that any expansion that we 
would need would be provided toward the rear of our present building. 











and this was all in the Government-taking area provided for by 
Congress some 25 or more years ago. 

I would like to point out that we are a quasi-governmental agency 
and that we have in this building a laboratory and other facilities 
which are used for formulating standards for drugs under the Food, 
Drug, and Cosmetic Act. We publish the National Formulary, which 
s one of the official compendia under Federal and State food and drug 
laws, and one reason why we were permitted to come into this area is 
because of that function, and the proximity to these governmental 
agencies that we serve. 

After being there for more than 20 years—this building was dedi- 
cated in 1934, 22 years ago—we have need for expansion, and we 
were going to expand toward the rear here, but we are now talking 
about this other project of building out to the side. That was not 
permitted, we were told, at one time, but now that there is a desire to 
iiake this whole area conform to a plan, and we are totally in sympathy 
with that, and willing to make some sacrifices in order to see that 
come about, because I do not think either the Government or the people 
would want to depreciate this particular area. 

Mr. THomas. Doctor, we do not want you to sacrifice yourself too 
much. Weare looking for $300,000. What part of that $300,000 do 
you want to put in the pot? My cousin over there, Mr. Finley, is 
voing to put in half of it. What is your contribution / 

Dr. Fiscurenis. Our contribution is to help make adjustments which 
are necessary. 

Mr. Tuomas. We want cash. We do not want adjustments. We 
will not swap adjustments and equities for cash. We are looking for 
cash. Mr. Finley has come up with $150,000. How much are you 
volng to come up with ¢ 

Dr. Fiscueiis. Whatever this land is valued at is a part of our con- 
tribution, and the fact that we will make some sacrifices for the future. 

Mr. Yates. Do you own all of this land in here? 

Dr. Fiscneris. Yes; except lot 800. 

Mr. Tuomas. You were speaking of equities, but when you bought 
that land, you did not pay over $1.50 per square foot; did you 

Dr. Fiscuenis. I do not know. 

Mr. Tuomas. What did you pay for it? 

Dr. Fiscueuis. It cost us around $300,000. 

Mr. Tuomas. How many square feet are involved ? 

Dr. Fiscuents. I cannot tell you off hand. 

Mr. Tuomas. It figures out at 75 cents a square foot; does it not ? 

Now, we have hiked the value of the land to $10 a square foot, and 
the equities have been pretty nice on your side. 


METHOD OF ACQUIRING THE LAND 


Who is going to buy this land, and how do you intend to acquire it ? 
Io you intend to acquire it through condemnation, negotiation, or 
how’ Who is going to be the negotiating agency? Would that be 
General Services ? 

Mr. Forte. Yes, sir. 

Mr. Tuomas. Are you going to buy it outright, or condemn it, or 
how ¢ 
Mr. Friorrr. I think we are apt to condemn it. 
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Mr. Poorman. We would try, sir, to buy it, at our appraised market 
value, and if we were unable to do that, we would have to condemn it. 

Mr. THomas. What is your standard for arriving at the fair market 
value? You do not have but one buyer out there, and that is the Gov- 
ernment. What is the fair market value, and how do you arrive at it? 

Mr. Poorman. We had it appraised by our staff of appraisers, and 
probably the Department of Justice would have it appraised. 

Mr. Trromas. How do they arrive at it, and what is the yardstick ? 

Mr. Poorman. It is based upon the highest and best use of it. 

Mr. Tuomas. Who is going to put the highest and best value on it? 

Mr. Poorman. The appraiser evaluates that as a part of his activities. 

Mr. Tuomas. Well, that is a good answer, “a part of his activities” 
and he comes up with $14 per square foot. 

Mr. Poorman. I think we will have to condemn it, but we would 
make inquiry or contact w ith him on it. 

Mr. Tromas. Suppose we write in the language that you will have 
to condemn it, and then you are in the clear, and let us see what inter- 
pretation the courts put on it. 

Mr. Prius. I notice that there is not anyone here from the Conger 
Laundry supporting this idea. 

Mr. Poorman. Mr. Conger apparently died not too long ago. 

Mr. Chairman, there is one little issue here that I think the com- 
mittee should be aware of. Mr. Estes mentioned the probability of an 
apartment on the Conger Laundry site. We have a letter suggesting 
that the owner desires todo that. Mr. Estes will be pleased to answer 
any questions. 


ADVISORY POSITION OF THLE FINE ARTS COMMISSION 


Mr. THomas. The Fine Arts Commission controls everything in the 
area, does it not ? 

Mr. Poorman. They can’t prevent them from building there. The 
zoning people do that, I believe. 

Mr. Tuomas. I thought they did. Everyone says they cannot have 
a thought unless they run over to the Fine Arts Commission and clear 
it with them, and they can prevent it. There is no need of a man 
buying property in this town because he cannot use it as he sees fit. 
After he buys it, he has to go to the Fine Arts Commission and see if 
it suits their temperament, or whatever it is. 

Mr. Frntry. The Fine Arts Commission is only advisory. We have 
no veto power unless it is written into the pertinent act. 

Mr. ‘THomas. Suppose we take it out of this act, if we approve it. 
You have already done some advising. So you are through, and we 
will just take that part of the act out. 

Will that be all right ? 

Mr. Fintey. Well, we have finished our duty when we have ad- 
vised, and we advise strongly that you acquire this land. 


APPRAISED VALUE OF THE PROPERTY 


Mr. Yates. How did you arrive at this price of $270,257 ? 

Mr. Poorman. The Conger property has two lots. One has 95,352 
square feet, and the other ‘has 157,800 square feet, and it was pr iced 
by our appraiser at $12 per square foot, sir. 
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Mr. Yares. What was the basis of the $12 price? How did they 
come to the conclusion that it was worth $12 per square foot’ Were 
there any recent sales in the vicinity to go by, or any data to go by 
other than their own personal opinion 4 

Mr. Poorman. Yes, sir; there is a complete report here that we 
would be pleased to make available to you. It covers in detail what 
they did, including comparative data studied in connection with this 
appraisal of square 33 between FE and F Streets, and 24th and 25th, lot 
No. 13, 3,700 square feet, sold in 1952. 

Mr. Yarres. What was the price in 1952 4 

Mr. Poorman. That was $1.86. There was another lot which was 
sold. 

Mr. THomas. $1.08 per square foot ¢ 

Mr. Poorman. Yes, sir; another lot in the same area— 

Mr. Yarres. Pardon me. Did you say $1.86 per square foot / 

Mr. Poorman. Yes,sir. But that is only one of a number. 

Mr. Yares. There isa slight difference, then ¢ Y 

Mr. Poorman. Here is another one at $3, and another one at $5.40, 
Square 81 between EK, F, 21st, and 22d Streets sold at an indicated 
figure of $15.67 per square foot. 

Mr. Puriiurs. How about comparative sizes / 

Mr. Poorman. It was 22,000 square feet ; this last one that I just men- 
tioned, which is the nearest one comparable to this at $15.67 per square 
foot. 

Mr. Yarrs. Where was that property located 4 

Mr. Putiuiprs. That was improved ¢ 

Mr. Poorman. It included three brick row houses, and an old apart- 
ment building. They were demolished, and a power substation con- 
structed. 

Mr. Yares. Do you know what the income from that property 
was ¢ 

Mr. Poorman. No, sir. 

Mr. Yates. Well, is not that important in the computation? Is it 
not possible that the $15 price may have been based on income ¢ 

Mr. Poorman. Inasmuch as it was demolished for other purposes, 
I do not know how much weight was placed on it. [ am simply ai- 
tempting to point out, sir, that this appraisal did consider 15 separate 
real-estate transactions In that general area. 

Mr. Yares. Where is the location of this last piece of property which 
you mentioned ¢ 

Mr. Poorman. That is between FE and F, and 21st and 22d, north of 
square 62, 

Mr. Yares. Between E and F, about 3 or 4 blocks. 

Mr. Poorman. The State Department is located between C and FE. 
So, this is quite near. Here is another area that went for $10.86. 
and as we indicated, sir, we have no objection to condemnation as 2 
means of establishing fair market value. 

Mr. Yates. Do you not go between C and Constitution rather 
than between C and D¢ 

Mr. Poorman. Squi ” 62 is between C and Constitution. The State 
Department is between C and FE. D Street is closed, and you go from 
CtoE. 
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CONTRIBUTION BY TILE LIFE UNDERWRITERS 


Mr. Yarrs. What contribution will be made by the National Asso- 
ciation of Life Underwriters? Has that been gone into? 

Mr. Dawson. We would agree to landscape the land and the esti 
mate is between $40,000 and $60,000. 

Mr. Yares. And to build the building? 

Mr. Dawson. Oh, no; that is just to landscape the land. 

Mr. Yates. Who constructs the building ? 

Mr. Dawson. We do. 

Mr. Yarrs. At your own cost? 

Mr. Dawson. Yes, sir. 

Mr. Puitiirs. You also have the perpetual upkeep of the park; do 
you not ? 

Mr. Dawson. Yes; then, we have to keep up the grounds in per- 
petuity. 

Mr. Puituures. Including your own land, and the park on each 
corner ? 

Mr. Dawson. That is correct. 

Mr. Poorman. We would also be limited to this present ground area, 
and height. So, we would establish controls for the area. 

Mr. Yares. What is the value of the land upon which this building 
will be placed; is that the $270,000 ? 

Mr. Poorman. That is the estimated value of the two lots that are 
involved in the exchange. 

Mr. Yares. The insurance company owns this land at the corner 
of C and 22d? 

Mr. Poorman. Yes, sir, as shown in blue on the plat immediately be- 
low the one you have. 

Mr. Yates. That would be exchanged for its position in the center? 

Mr. Poorman. That is correct. 

Mr. Yates. What is the value of the insurance company’s lot? 

Mr. Poorman. It was estimated at $12 per square foot at the same 
time, or $110,000. 

Mr. Dawson. $138,000 was the figure. 

Mr. Poorman. Is that what you paid for it? 

Mr. Dawson. We paid $108,000, and we made a $30,000 contribution 
to the building. 

Mr. Evins. Mr. Chairman, in line with your observations and those 
of Mr. Phillips, there seems to be no great difficulty in certain agencies 
of our Government favoring the building of buildings in Europe and 
elsewhere. The State Department appropriation bill as I recall car- 
ried some $38 million for acquisition of real property overseas for 
the State Department quarters, and here is a needed expansion in 
another area, but when it comes to construction of buildings in our 
own country, we seem to use a sharp pencil when it comes to figuring 
on the Federal cost. I wanted to make that observation, Mr. Chair- 
man. 

POSSIBILITY FOR APARTMENT BUILDING ON THE SITE 


Mr. Botanp. There was some reference to the owner of those 2 lots 
putting an 8-story apartment building there. 
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Did I understand, Mr. Finley, that you have no jurisdiction over 
whether or not he builds or does not build, or what kind of building 
he builds, or if you disapprove plans, he could still build it? 

Mr. Frxtey. No; we would have no jurisdiction at all until they 
come to us with the design of the building. 

Mr. BoLtanp. What happens if you disapprove the design of the 
building ¢ 

Mr. Fixuey. The design of the insurance building that was first 
brought to us we did not accept. There were several objectionable 
things about it, especially the scale, and so on; but the architects im- 
proved it, and we think it would look all right in the center of the 
property. 

Mr. Botanp. I am talking about the apartment building. 

Mr. Frxzey. Yes, sir; under the Shipstead-Luce Act, as it attects 
public property, and because of the State Department’s proposed 
building, we wil] have some control over the height and exterior ap- 
pearance of the building. > 

Mr. Poorman. But you could not prohibit construction of the build- 
ng if the zoning permitted it? 

Mr. Frntey. No, sir; and that is one reason why we would like to 
see this land acquired. 

Mr. Tuomas. You have to approve the plans, and if then you do 
not approve the plans, how are they going to build the building? 
You do not have to kill that cat by choking him to death. You ean 
kill him in many other ways. 

Mr. Botanp. If you assume jurisdiction, you have to approve the 
appearance of the building ¢ 


Mr. Finuey. Yes, sir. 

Mr. Botanp. This will be some apartment building if he puts it up 
on that ground. 

Mr. Fintey. Perhaps; but we think any building would be bad in 
this particular corner location. 


STATEMENT OF Mr. FrRaANKuIN G. FLOETE 
POSITION OF GSA 


Mr. ‘THomas. Mr. Floete, what is your idea on the shuffling of this 
thing? You have had more experience than perhaps all of us put 
together i in this room, multiplied by 10, in real estate operations, and 
construction of everything from buildings and reshuffling land, and 
dredging and so forth. What is your idea on it? Have you had 
an opportunity to give it any consideration / 

Mr. Fuorre. I have given it consideration; yes, sir. GSA is just 
an agent in this matter. 

Mr. Yares. An agent of whom? 

Mr. Frorre. The : agent to acquire property and construct buildings 
for the Government. 

Mr. Tuomas. You are a service agency, and you are going to do 
what they want done, but what is your opinion on it? We would like 
to have your views. 
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ALTERNATE LOCATION OF BUILDING ON THE SITE 


Mr. Froere. I would like to ask one question: Would it destroy the 
symmetry of everything if this building were put down here [indi- 
cating] so that the Government would have a piece of ground that 
they might use for any possibility in the future? 

Mr. Tuomas. You are solid there, and you would have some usable 
value. 

Mr. Fioere. That is one thing as a practical matter, that has dis- 
turbed me. 

Mr. THomas. Who can answer that? Mr. Finley? 

Mr. Fintey. I think the question is whether the building should be 
put there at the corner of the lot, and whether that would affect the 
appearance of the area badly. 

Mr. Tuomas. Yes. 

Mr. Fintey. Yes, sir, Mr. Chairman; we think it would. I think 
to have a building there on the corner and some other development on 
the other corner 

Mr. Tuomas. Would it hurt $300,000 worth, Mr. Finley ? 

Mr, Fintey. I think it would. 

Mr. Tuomas. That is a lot of cash. I can stand a lot of hurt for 
$300,000. 

Mr. Fintey. Mr. Chairman, the beauty of the city of Washington 
is worth a good deal of money, and this is an important part of it. 
With a very important building for the State Department going up 
there, I think, if we do not spend $300,000 now, that we will regret 
it later. It is our business to advise you on esthetic matters. We do 
not advise you about the price of the land, but we do think, from the 
point of view of the proper thing to do now, that we would regret it 
later if we do not take this action now. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 


STATEMENT oF Mr. Tuomas 3S. Estes 
INTEREST OF THE STATE DEPARTMENT 


Mr. Estes. Mr. Chairman, I wonder if I might make a statement 
at this point? 

Mr. Tuomas. Surely. 

Mr. Estes. Congressman Boland at the end of the table mentioned 
the apartment house. In support of this proposal and particularly 
with respect to the apartment house or any other building that might 
be constructed on that ground, from the point of view of the State 
Department, the security aspects are extremely important, and I think 
the committee should have the benefit of our views with regard to 
that. 

Mr. Tuomas. I noticed a couple of lines in your justifications about 
that. Will you please explain that a little more? Most of us around 
here have been puzzled for a long time about your security matters. 
Tell us how that apartment house is going to affect the security of the 
State Department. 

Mr. Estes. I would be glad to. The developments today in elec- 
tronics procedures are such that if there were a building put on that 
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ground, particularly an apartment house with a number of occupants 
who would be unknown to us, it would cause us, certainly, to reassess 
our whole organizational layout on that corner where any windows 
faced our office windows. 

Mr. Tuomas. You had better spell that out. You are too jumps 
ahead over there. We have been listening to this electronics business 
for a good many years, but you are really taking some advanced steps 
now. What do you mean by that? 

Mr. Esres. I mean, sir, listening devices, and visual and photo- 
graphic devices. 

Mr. Puuuies. I did not hear what the witness said about it. 

Mr. Estes. I said that the developments today in that field are such 
that if there were a building opposite us of several stories with occu- 
pants whom we did not know, and with shifting occupancy, it would 
cause us certainly to reassess our organizational layout, and would in- 
volve the question of what operations and what people we would have 
on that particular side. 

Mr. Tuomas. Do you mean with 3,000 people in that building our 
sonar development is such now or will be in the foreseeable future that 
they can pick out any conversation in that building with 3,000 to 5,000 
people it it / 

Mr. Esters. No, sir; I do not. 

Mr. Tuomas. I think you are a little bit ahead of our technical de- 
velopments at this stage. The day may come, however, to do that. 

Mr. Esres. I certainly would not even suggest that. 

Mr. ‘THomas. What are you suggesting ? 

Mr. Esves. I am suggesting that operations in a room which faces 
a building of that nature are susceptible to being picked up by pho- 
tography or in other ways. 

Mr. Tuomas. Do you mean the outside of the building facing that 
particular building ¢ 

Mr. Esres. That is correct. 

Mr. Tuomas. That would be, say, one side of the building, with 
offices on the outside ? 

Mr. Esters. Yes, sir. I assume that I should say, along with this, 
that we would be delighted to have the underwriters as our neighbors 
across the street, because of the building being set back and of suffi- 
cient height, and the kind of people they expect to have in that 
building. 

INCLUSION OF ACQUISITION OF LOT 800 


Mr. Poorman. Mr. Chairman, I would like to make one final re- 
mark. Mr. Bartholomew mentioned the desirability of including 
acquisition of lot 800. With the committee’s permission, we would 
like to have the testimony show that the NCPC would propose to in- 
clude the acquisition of that. 

Mr. Tuomas. You can revise and extend your remarks as you see 
fit. 

(The following was supplied for the record :) 

It is recommended that the first sentence of the general statement on page 16 
of our justification for this item be amended to include lot 800 so that the funds 
would be available for its purchase in addition to lots 10 and 18 in square 62. 


We have discussed this informally with the Bureau of the Budget, and they 
have no objection to the proposed change. 
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STATEMENT OF Mr. Paut O’Brien 
POSITION OF THE PHARMACEUTICAL ASSOCIATION 


Mr. O’Brien. Mr. Chairman, I am Mr. O’Brien, counsel for the 
American Pharmaceutical Association. 

If the committee wishes to dismiss at this time, we would like per- 
mission to file a statement in view of the statements made by other 
persons here at this time, as to the American Pharmaceutical Asso- 
ciation’s position. I believe in some instances the association’s posi- 
tion has not been clearly demonstrated. I realize you people will be 
appropriating the money for the purchase of the land. However, 
the majority of the land acquisition which will provide for the insur- 
ance company being moved into a center position will be from the 
rear of the American Pharmaceutical Association’s property, which 
will thereby limit any expansion in that direction. Likewise, the 
condemnation intended along 23d Street would stop any further ex- 
pansion to that side. 

There is one lot which has not been mentioned in this discussion 
which is lot No. 800, I believe. That is one which, of course, if it 
were acquired in the transaction by the Government, would then allow 
the American Pharmaceutical Association to expand to the east. 

Now, I believe Mr. Floete made some comment as to moving the 
building up into the farther right-hand corner. There, again, any 
movement in that case, I believe, by the insurance company would 
necessarily require acquisition of property owned by the American 
Pharmaceutical Association, and I just want to point those facts out. 
We are perfectly agreeable to the plan with the provision that some 
arrangements be made to cover the American Pharmaceutical Asso- 
ciation, and in that respect I do feel that there are equities which 
have not been covered. 

Mr. Tuomas. We are delighted to have you, but we had the doctor 
there a while ago, and he indicated that you might consider matching 
Mr. Finley’s contribution of $150,000. Is that what you are talking 
about ? 

Mr. O’Brien. No, sir: we are not contributing anything at this 
point. 

Mr. Tuomas. I misunderstood you. 

Mr. Puititrs. Whom do you speak for ? 

Mr. O’Brien. I speak for the American Pharmaceutical Association 
from whom the insurance underwriters will have to take land in order 
for this move to be made. 

Mr. Yarrs. Do they propose to buy it from you? 

Mr. O’Brien. No, sir. It involves an exchange of land. 

Mr. Tuomas. Mr. O’Brien, you may revise and i extend your remarks 
in the record in any way that is necessary to make your point of view 
appear fully. We are delighted to have you with us. 


PROBLEM OF LOCATION OF INSURANCE COMPANY PROPERTY IN AREA 


Mr. Frorre. Mr. Chairman, before we pass completely the land. 
acquisition problem in the District of Columbia, and I do not want to 
— it, I would like to say something additional. 


Mr. 


THOMAS. Surely. 
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Mr. Fiorre. It bothers me to be buying a piece of property lke 
that, and then setting somebody in the middle of it, and we forever 
lose any use of the rest of it. 

Mr. Tuomas. Sure. That is that esthetic development which my 
cousin over there was talking about. 

Mr. Frorre. Off the record. 

(Discussion off the record.) 

Mr. Fiorre. Suppose they did not build this building there at all? 
I can see a value in acquiring the property, if we can get it at the right 
price, but I do not know whether this is the best use of the property 
to put that insurance company building right in the middle of it. 
Could they not build someplace else? 

Mr. Yarrs. You have to protect the State Department. 

Mr. Tuomas. They already own the land, and of course you can 
take it away from them by condemning it, but they do not want to 
sell it. 

Mr. Frorrre. No; they are not a willing seller. 

Mr. Tuomas. That’s right. They said “we got here first, and paid 
our money for it, and we want to spend our money, and we are tax- 
pavers.” That is an unanswerable argument, as far as I am con- 
cerned, 

Mr. Poorman. Sir, they also raised this money from small con- 
tributions and they have distributed all over the country brochures 
showing the relationship of this building to the monument. 

Mr. Thomas. The pomt that he raises is why that building should 
be in the middle of that block and ruin that half of the block forever. 
If you put it down at one end, then vou have two-thirds of the block 
left as usable space. 

Mr. Fuorre. I think you have a point there. 

Mr. Tuomas. Thank you very much, gentlemen: it is nice to see all 
of you, and we thank you for coming. It has been very pleasant to 
have you with us. 


OrperATING Expenses. Purtic Butmptncs SERVICE 


Mr. Tuomas. Now let us turn, gentlemen, to these other items, con- 
cerned with the General Services Administration. 

Mr. Floete, we are delighted to have you with us here, and as 
times goes on, we will see a lot of you, no doubt. 

What about this item of $1,450,000 as a supplemental estimate for 
1956. You have just barely gotten under the wire for 1956? 

Mr. Fiorre. That is right. 

Mr. Tuomas. I have reference to “Operating expenses, Public Build- 
ing Service,” made up of two items: payments in lieu of taxes in the 
amount of $1.3 million, and wage board rate increases in the amount 
of $150,000, which are in House Document. No, 403. 


JUSTIFICATION OF THE ESTIMATES, 1956 


At this point in the record we will insert pages 1 and 2 of the justi- 


fications, and the table which appears on pages 3 and 4 of the justifi- 
cations. 
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(The pages referred to follow :) 


APPROPRIATION LANGUAGE 


“OPERATING EXPENSES, PUBLIC BUILDINGS SERVICE 


“Operating expenses, Public Buildings Service: For an additional amount, 
fiscal year 1956, for ‘Operating expenses, Public Buildings Service’, including 
payments in lieu of taxes pursuant to the Act of August 12, 1955 (69 Stat. 721), 
$1,450,000.” 

GENERAL STATEMENT 


“This proposed supplemental appropriation is necessary to pay wage board 
increases granted since February 13, 1956, and for the payment of moneys in 
lieu of taxes to proper taxing authorities for 39 properties under General Servy- 
ices Administration control which qualify under the act of August 12, 1955 
(Public Law 388).” (From H. Doc. No. 403, 84th Cong.) 

The estimate is set forth in 2 sections summarized as follows: 


Me ES LE a ce a a ee $1, 300, 000 
Gees I MUI CPU IERIE RON a a Sk seek lisieireme 150, 000 
(| ERR cake Wh deo Roy Se Cae ee hs Ee eR Se Ee ee _. 1, 450, 000 


JUSTIFICATION 
1. Payments in lieu of tares 


The act of August 12, 1955, Public Law 388, 84th Congress, amended the Fed- 
eral Property and Administrative Services Act of 1949 to make temporary pro- 
vision for making payments in lieu of taxes with respect to certain real property 
transferred by the Reconstruction Finance Corporation and its subsidiaries to 
other Government departments. Liability of the Government for such pay- 
ments is limited under the act to the period January 1, 1955, to December 31, 
1958 (tax years 1955, 1956, 1957, and 1958). 

During the period January 1 to December 31, 1955, GSA had custody and 
control of 39 properties (plants) having a total residual acquisition cost of 
$206,374,000 which qualify under the act. It is estimated that the liability of 
the Government for payments in lieu of taxes for 1955 on these 39 properties 
will be approximately $1,300,000. (See exhibit A attached.) The amount is 
rounded upward to provide a small reserve to cover minor increases during 
final negotiations with tax authorities. 

No funds are available to make these payments. This supplemental estimate 
is to provide funds for making payments for the tax year 1955 (January 1, 
1955-December 31, 1955). 

2. Wage board rate increases 

Under Public Law 763, 88d Congress, GSA converted some 15,000 CPC classi- 
fications to locality wage board rates effective August 28, 1955, at rates prevailing 
immediately prior to that date. 

Since conversion there has been a progressive increase in locality prevailing 
rates which have increased costs above resources available to GSA for 1956. 
Consequently, while the increased rates have been recognized by GSA, along 
with other agencies affected, payment by GSA of increases to employees has 
been deferred contingent upon appropriation of supplemental funds adequate for 
the purpose. When such funds are appropriated, retroactive payment will be 
made, 

This procedure is consistent with a decision of the Comptroller General In 
like circumstances (28 Comp. Gen. 300). 

Increases during the period August 28, 1955—June 30, 1956 (both inclusive) 
total $1,178,462 as shown in detail in exhibit B, attached. The portion chargeable 
to “Operating expenses, PBS,” for 1956 will be $957,854, of which $800,000 to 
cover increases effected from August 28, 1955, through February 12, 1956 was in- 
cluded in the Second Supplemental Appropriation Act, 1956 (Public Law 533). 

This estimate covers increases effective from February 13, 1956, through June 
30, 1956, which total $157,854, rounded downward to $150,000. 

Appropriation language for this item makes the funds available as of the 
fiscal year 1956 which will permit retroactive payments for that year. Annual- 
ized cost in 1957 for increases made from time to time during 1956 is covered in 
a separate item which follows. 
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Exuipit A 


Properties eligible for payments in lieu of taxes for 1955 under Public Law 388 


} : 
| acquisition 
cost 


| 
Residual | 
1955 taxes 


Alabama: Gadsden, Republic Steel_- ET = ae : e $12, 439, 000 


2 idee a | $37, 889 
California: 
| 
| 


Chula Vista, Rohr Aircraft. ...._- : Bees . A Sages ae 2,011, 000 | 55, 093 
Manteca, Permanente Metals St saa ee Bs. 7, 097, 000 53, 659 
El] Segundo, Douglas Aircraft___- PRED ‘ RE 5 | 643, 000 | 17, 249 
Connecticut: Canaan, New England Lime et ee eee 5, 885, 000 | 22, 002 


Hlinois: 
Chicago, Pullman Standard Car-.........._...................- . 482,000 | 118,000 











Chicago, Eversharp, Inc_-- 2ST SSS ee icainchiaiemeet 73, 000 | 15, 000 
Granite City, Granite City Steel ESD ERASE EE ae a ee 7, 730, 000 | 175, 000 
Louisiana: Lake Charles, Mathieson Alkali_- < ‘ RPE AK SEF AES ‘ 21, 485, 000 | 162, 483 
Michigan: : | | 
Bay City, Dow Chemical] Co....................-- sedate ss eT 1, 129, 000 | 9, 359 
Saginaw, General Motors.-............._---- Oe AES Es Ss eee , 2, 834, 000 | 35, 774 
Montana: | 
Columbus, Anaconda Copper Mining av Sarde 105, 000 | 10 
ie <a ee eee Bee ‘ EE See eo 1, 690, 000 | 1, 163 
Butte, domestic manganese , Pe S omone ha 489. 000 | 1,517 
Nebraska: Omaha, alcohol plant ote ek BAN s EE irate i 5, 280, 000 | 38, 274 
New Jersey: Newton, Anken Film Co___. 1 ‘ was aS 57, 000 267 
New York: | 
Tahawus, National Lead Co___- .--- ait sii ala ca race 3, 969, 000 60, 187 
Utica, Utica Drop Forge sel : : 622, 000 | 2, 549 
Brooklyn, Mergenthaler Linotype_- 3, 383, 000 | 60, 237 
Valley Stream, Columbia Aircraft._-.-.---.-.----- “ : 1, 045, 000 | 11, 077 
Syracuse, General Electric 5 “it ‘ Guitueincee 1, 118, 600 | 29, 695 
Schenectady, General Electric. = ons - 1, 648, 000 | 40, 570 
Wingdale, Amco Magnesium ‘ ‘ +e : : 6, 090, 000 | 35, 443 
North Carolina: Burlington, Firestone Tire & Rubber_-_.------ ae : 2, 053, 000 | 26, 734 
Ohio | 
Painesville, Clifton Products z ‘ 441,000 | 1, 928 
Hamilton, American Rolling Mill = en ‘ 777, 000 15,000 
Troy, Waco Aircraft : 2 a = 739, 000 | 7, 057 
Warren, Republic Steel 2. _- Se eee keds Seas acter Spinal 1, 037, 000 | 16, 000 
Youngstown, Republic Steel ? PVATRoS ES ii acacia 9, 121, 000 11, 528 
Ashtabula, National Carbide SA PE SSS SA : : KER EAS 3, 237,000 | 8, 308 
Luckey, Magnesium Reduction ESS vee See ee 4, 286, 000 | 9, 629 
Painesville, Diamond Magnesium - ER a ie ‘ ete 14, 377, 000 | 29, 921 
Vennsylvania: | 
Erie, Aluminum Forgings cae : 8, 432, 000 66, 044 
Chester Springs, Franklin Graphite. _- Z 1, 033, 000 3 
Indiana, McCreary Tire & Rubber om 763, 000 5 
Homewood, Westinghous« j oe! | 109, 000 2, 64 
New Castle, United Engineering & Foundry. - 22, 964, 000 | 115, 
l'exas: Velasco, Dow Magnesium : : 26, 095, 000 140, 627 
Washington: 
Spokane, Electro-Metallurgical : sa 20, 849, 000 37, 372 
Renton, Pacific Car & Foundry ab Sie 2, 937, 000 | 20, 770 
Total, 39 plants , : 20 com nmaneat | 206, 374, 000 | 1, 268, 566 
Estimate rounded to. --. : ae . sence abana 1, 300, 000 





! Actual taxes not ascertained at this time. Estimate based on 1954 data. 
? 1 property in 2 taxing districts 
Will you please explain both of these items to us, and tell us how 
you arrived at the two amounts? 


PAYMENTS IN LIEU OF TAXES, 1956 


Mr. Fvoere. The first amount of $1.3 million is a requirement under 
Public Law 388 of the 84th Congress whereby on certain properties 
which were transferred from the Reconstruction Finance Corporation 
we are required to make payments in lieu of taxes. The amount of 
the payments is itemized on the succeeding pages. It is simply a 
mandatory requirement which we have to do. 

Mr. Tuomas. This pertains to the act of August 12, 1955, by our 
friend and colleague, Mr. Meader. 
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Just what does that act do? It only applies to those properties 
owned by the RFC before its liquidation. 

Mr. Fuorre. That is right. 

Mr. Tomas. What about it, Mr. Medley? 

Mr. Meptry. It applies to those that were originally owned by the 
RFC. 

Mr. Tuomas. But now in the hands of GSA as surplus property ? 

Mr. Meptey. Yes, sir; surplus properties and also some NIR plants. 
But, of course, some of them were transferred to us long before the 
liquidation. 

Mr. Tromas. But there are only 39 of them left? 

Mr. Mepiry. Yes, sir. 

Mr. Tuomas. It does not apply to property generally owned by the 
Government ? 

Mr. Meptery. No, sir: it only applies to the special former RFC 
property which under the RFC act were subject to local taxes. 

Mr. Tuomas. That is right. 

Mr. Meptey. When they were transferred to the General Services 
Administration, the Comptroller General ruled and as a matter of 
fact the Court of Claims held that they no longer became subject to 
taxes or that they became exempt from payment of taxes. They are 
industrial-type properties. 

Mr. Tomas. Of course, when you sell them that ends your head- 
ache, but as long as you keep them or operate them under lease, you 
have to pay this money ? 

Mr. Meptry. That is correct, sir. 

Mr. Tuomas. Is this figure of $1.8 million a firm figure or how 
much of it involves estimates, or guesswork ? 

Mr. Froere. It is all firm except those with the stars by them which 
are estimates, and there are five items on which we could not get the 
tax bills, and so they are not completely firm, but they are our best 
estimates based on 1954 taxes. 

Mr. Tromas. The whole amount involved is less-than $30,000; isn’t 
it? Well, here is one item for $5,000, one for $6,000. 

Mr. Fiorre. I believe the total amount is about $105,000. 

Mr. Tuomas. Well, here is one for $18,000 and here is a big one for 
$75,000. 

Mr. Fuorre. Yes, sir. 


WAGE BOARD RATE INCREASES, 1956 


Mr. Tuomas. What about this $150,000 item ? 

Mr. Fiorre. Well, that is in accordance with Public Law 763 and 
represents the amount for wage board rate increases that we have 
picked up since February 12 up until June. 

Mr. Trromas. How many people are involved? This is purely a 
matter of negotiation by virtue of an act passed last year, too, 1s it not? 

Mr. Frorre. I believe it was the year before, in 1954. GSA has 
about 15,000 employees who are entitled to the benefits of this act. 

Mr. Tuomas. Will you please explain this act to us? This act 
was not passed in 1953; was it? It was passed in late 1954; was it 
not? Just explain this act. 

Mr. Freptunp. Mr. Chairman, my name is Robert Fredlund; I am 
Chief of Wage Administration for GSA, and I would like to attempt 
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to explain the law. It is Public Law 763 of the 838d Congress, which 
provided for transfer 

Mr. Tuomas. When was this signed into law ¢ 

Mr. Freptunp. It was signed into law on September 1, 1954, sir. 

Mr. Tuomas. Late 1954? 

Mr. Frepiunp. Yes, sir. 

Mr. Tomas. Go ahead. 

Mr. Freptunp. It provided for the conversion from the Classifica- 
tion Act of the CPC schedules to a locality prevailing rate basis. 

There are two schedules under the Classification Act, the so-called 
general schedule and the craft, protective, and custodial schedule. 
Public Law 763 abolished the craft, protective, and custodial schedule, 
and provided for the conversion of the majority of the jobs covered by 
that schedule to a locality prevailing rate basis and some of the jobs 
such as guards were transferred to the genera: schedule. There were 
then approximately 14,000 jobs in GSA of a CPC nature such as 
charwomen, charmen, elevator operators, electricians, plumbers, and 
the like. 

Mr. THomas. Well, now, what part of your entire group of CPC’s 
were converted from the classification act and brought under this 
negotiated basis ¢ 

Mr. Freptunp. By far the majority, sir. I think the total out of 
17,000 CPC’s was 14,000 which were placed on locality prevailing 
rates. The only large group that was transferred to the general sched- 
ule of the classification act was the guards. 

Mr. THomas. So, at least 14,000 out of your overall employment of 
17,000 in your CPC schedule are involved in this? 

Mr. Freptunp. No, sir. About a thousand of our employees were 
being paid at wage board rates so the total involved is about 15,000. 


ANNUALIZED COST IN 1957 OF INCREASES DURING 1956 


Mr. Tras. I believe later on you have another item for about 

$2,250,000; is that the additional cost ? 

Mr. Fuorrr. For next year, 1957. 

Mr. THomas. That isonan annual basis. Is the figure of $2,250,000 
the estimate of additional cost by virtue of the conversion from Gen- 
eral Services classifications ? 

Mr. Meptey. No, sir. It is for increased rates put in since con- 
version. In the Second Supplemental Appropriation Act of 1956, 
Mr. Chairman, the committee allowed us $800,000 to cover those in- 
creases from August 28, 1955, to February 12, 1956. 

Mr. Tuomas. What will this amount of $150, 000 bring you up to? 

Mr. Mepiey. The $150,000 will cover those increases approved be- 
tween the period of February 12 to June 30, and the amount which 
you mentioned as $2,250,000 for 1957 would annualize all of those 1956 
increases during 1957 as shown in the last column on page 9. 

Mr. THomas. So on an annual basis this act is going to cost you 
about $2.2 million due to increases in the prev ailing \ wage scale? 

Mr. Meptey. Yes, sir. I think we should point out. that this does 
not take into account any increases that might be approved during 
1957, as a result of any raises in wage rates in the various locations. 

Mr. THomas. Of course, the second item we have referred to of 
$2,250,000 is shown as a deficiency not for 1956, but for 1957, and the 








790 


reason it did not appear in your regular bill was because the negotia- 
tions were not complete; is that right 4 
Mr. Mepiey. Yes, sir. 


JUSTIFICATION OF THE ESTIMATES, 1957 


ne Tuomas. We will insert at this point in the record pages 12 and 
3 of the justifications. 
» Phe pages referred to follow :) 


APPROPRIATION LANGUAGE 
“OPERATING EXPENSES, PUBLIC BUILDINGS SERVICE 


“Operating expenses, Public Buildings Service: For an additional amount for 
‘Operating expenses, Public Buildings Service’, including payments in lieu of 
taxes pursuant to the act of August 12, 1955 (69 Stat. 721), $3,550,000.” 


GENERAL STATEMENT 


“An additional sum is needed in fiscal year 1957 to pay on a full-year basis the 
wage board increases which have been granted in fiscal year 1956 and for the 
payment of moneys in lieu of taxes to proper taxing authorities under the act 
of August 12, 1955 (Public Law 388).” (From House Doc. No. 403, 84th Cong.) 

This is a companion estimate for 1957 to the preceding item for 1956. It is set 
forth in 2 sections summarized as follows: 


ae GE SR 2 ae ee a $1, 300, 000 
TS a Fc a i ea ne es 2, 250, 000 
ee es 3, 500, 000 


JUSTIFICATION 
1. Payment in lieu of tarves 

The act of August 12, 1955, Public Law 388, 84th Congress, amended the Federal 
Property and Administrative Services Act of 1949 to make temporary provision 
for making payments in lieu of taxes with respect to certain real property trans- 
ferred by the Reconstruction Finance Corporation and its subsidiaries to other 
Government departments. Liability of the Government for such payments is 
limited under the Act to the period January 1, 1955 to December 31, 1958. (Tax 
years 1955, 1956, 1957, and 1958.) 

All properties listed in exhibit A attached to the preceding estimate were under 
GSA control at the start of the tax year 1956. It is hoped that disposal of some 
properties will be completed during the tax year which may decrease the total 
payments for that year. However, the nation-wide trend toward higher tax rates 
and uncertainty as to termination of the Government’s liability on such plants 
that may be disposed of does not warrant reduction of the estimated requirements 
for the tax year 1956. 

2. Wage board rate increases 

Immediately after supplemental appropriations to cover cost of locality pre- 
vailing wage board rates during 1956 are made (Public Law 533 and the preceding 
item), the respective rates will be full effective and retroactive payments to 
employees will be made. That action automatically obligates GSA to continue 
paying the increased rates in 1957 until changed by subsequent wage board 
determinations. 

Exhibit B attached to the preceding estimate shows in detail the annualized 
cost in 1957 of each of the increases made effective during 1956. 

Budget estimates for 1957 made no provision for the increased cost due to 
annualization of increased rates made effective after August 27, 1955. 

As shown in detail for each locality increase effective during 1956, the annual- 
ized cost to GSA totals $2,803,001. The portion chargeable to operating expenses, 
PBS, will be $2,278,279, rounded to $2,250,000 for this estimate. 

Labor- aieites wage negotiations currently in progress indicate the prob- 
ability of further increases in locality prevailing rates during 1957 which would 


require further supplemental funds. Until such further funds are appropriated, 
GSA will continue the same policy as in 1956 of deferring payment of increases 
on a contingency basis. 


PAYMENTS IN LIEU OF TAXES 


Mr. THomas. The item of $1.3 million is payments in lieu of taxes 
for the same items that we discussed under the deficiency for 1956. 

It should be pointed out that this item of $3,550,000 is a deficiency 
for the same two items for fiscal year 1957; is that correct ? 

Mr. Meptey. That is right, sir. 


ApbDITIONAL Court FACILITIES 


Mr. Tuomas. Let us take a look at the “Additional court facilities” 
item. ‘This item also is in House Document No. 403. 

Mr. Fiorre. This request, relating to additional facilities for the 
courts, is simply an extension of the authority for another year be- 
cause In three cases we were-unable for reasons beyond our control to 
get the work done this year. 


JUSTIFICATION OF THE ESTIMATES 


Mr. Tuomas. At this point in the record we will insert page 19 of 
the justifications. 
(The page referred to follows :) 


APPROPRIATION LANGUAGE 
“ADDITIONAL COURT FACILITIES 


“Additional court facilities: The unobligated balance of the appropriation 
granted under this head in the Supplemental Appropriation Act, 1955, shall 
remain available until June 30, 1957.” 


GENERAL STATEMENT 


“The Supplemental Appropriation Act, 1955, appropriated $2,970,600 to pro- 
vide facilities for 29 of the additional Federal judges authorized under the act 
of February 10, 1954 (68 Stat. 8). Facilities for 3 of the 29 judges have been 
held up for reasons beyond the control of General Services Administration. The 
appropriation will expire for obligation June 30, 1956, therefore extension of 
availability to June 30, 1957, is proposed so that facilities for the three judges 
can be provided as contemplated under the original appropriation.” (Irom 
House Doc. No. 403, 84th Cong.) 

Location of the three facilities which are held up and the reasons therefor are: 

1. Pennsylvania, Eastern District: Deferred, pending appointment of addi- 
tional judge to be located in Philadelphia; estimated cost of facilities, $46,000. 

2. South Dakota: Deferred pending appointment of additional judge who will 
have privilege of selecting location ; amount included in estimate, $25,000. 

3. Michigan, Flint: Judge appointed and location selected, but work delayed 
pending resolution of interagency space problem expected early in fiscal 1957; 
estimated cost, $185,000. 


Mr. Tuomas. This money has already been appropriated and it is 
a part of $2,970,600 appropriated in 1954 to modernize, construct, and 
so forth about 29 Federal court facilities. 

During the intervening time three of these facilities have not been 
constructed, including the one in eastern Pennsylvania in the amount 
of $46,000, which was deferred because they had not appointed the ad- 
ditional judge; No. 2 is the one in South Dakota in the amount of 
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$25,000. It was deferred pending the appointment of an additional 
judge. 

No. 3 is located at Flint, Mich., where the judge has been appointed, 
and the location selected, but the work has been delayed te reso- 
lution of interagency space problems, and so forth and so on, in an esti- 
mated amount of $135,000. 

The amount of money involved is about $206,000. Is that correct ? 

Mr. Fioere. Yes, sir. 

Mr. Tuomas. We will proceed to consideration of the next item. 


Expenses, GENERAL Supply Funp 


At this point let us deal with the supply fund. This item calls for 
an additional amount for “Expenses, general supply fund,” of $400,000. 


JUSTIFICATION OF THE ESTIMATES 


At this point in the receord we will insert page 20 of the justifica- 
tions. 
(The page referred to follows :) 


APPROPRIATION LANGUAGE 
“EXPENSES, GENERAL SUPPLY FUND 


“Expenses, general supply fund: For an additional amount for ‘Expenses, 
general supply fund’, $400,000.” 


GENERAL STATEMENT 


“This proposed supplemental appropriation is needed to permit the General 
Services Administration to continue to pay for leased stores warehouse space 
at three locations. Provision for such rental at four locations had been omitted 
from the regular 1957 budget in expectation that Government-owned space could 
be secured. In only one instance was it possible to accomplish the objective.” 
(From H. Doc. 403, 84th Cong.) 


JUSTIFICATION 


At the time the budget for 1957 was being prepared we were carefully con- 
sidering possibilities of moving certain supply warehouses from leased space to 
Government-owned facilities excess to requirements of the owning agencies. 
Prospects for moving the warehouses at Seattle, San Francisco, New York, and 
Boston looked promising. Accordingly, the budget was based on the assumption 
that these four moves would be made and funds otherwise required for rents 
were eliminated. 

As pointed out in testimony appearing on page 848 of part 1 of hearings 
before the Independent Offices Subcommittee of the House Committee on Appro- 
priations on the 1957 budget, only the Seattle move was accomplished. 

Vigorous efforts were made over an extended period of time to locate suitable 
facilities for the other three locations. All failed. 

It therefore becomes necessary that we continue to occupy space now under 
lease at Boston, New York, and San Francisco. For this purpose $400,000 of 
the $478,000 previously eliminated from the budget for these three locations is 
requested. The remaining $78,000 is offset by a reduction in amount of space 
retained at San Francisco. 


Mr. Tuomas. This is operations expense money; is it not? 

Mr. Meptey. Yes, sir. 

Mr. THomas. What do you need it for? 

Mr. FLorrr. Because we anticipated in the 1957 budget estimate 
that in three cases, in Boston, New York, and San Francisco, we would 
be able to move out of leased space into Government-owned space, but 





it has not materialized. So, we have got to pay rent until we can find 
and move into Government-owned space. 


Mr. Tuomas. Let me read the last paragraph of your justifications: 


It therefore becomes necessary that we continue to occupy space now under 
lease at Boston, New York, and San Francisco. For this purpose $400,000 of 
the $478,000 previously eliminated from the budget for these three locations is 
requested. The remaining $78,000 is offset by a reduction in amount of space 
retained at San Francisco. 


I am familiar with two of the three spaces involved here. 


SPACE SITUATION IN SAN FRANCISCO WAREHOUSE 


I am familiar with that one in San Francisco and the one in New 
York. Gentlemen, you have at least one-third of your space in San 
Francisco unused, and maybe 40 percent of your New York space 
unused. Why do you need all of that space? 

You have at least 30 percent to 40 percent of your space in both San 
Francisco and New York which you are not using. 

Mr. Dany. Mr. Chairman, I think since you were last in San Fran- 
cisco we have renegotiated the lease there 

Mr. Tuomas. That is the Parr Building in San Francisco; is it not 4 

Mr. Dany. Yes, sir. We have reduced the San Francisco space by 
a little over 140,000 square feet. 

Mr. Tuomas. But you still have how many feet left? 500,000? 

Mr. Dauy. In San Francisco for 1957 we will be using 357,000 square 
feet of space. 

Mr. Tuomas. How many feet do you have in the building, though ? 

Mr. Dary. I will have to look that up because I cannot remember the 
exact figure. 

Mr. Tuomas. What kind of a lease did you get on the Parr 
Building ? 

Mr. Dary. We renegotiated the lease at a slightly lower price per 
square foot, and were relieved of 140,000 square feet of excess space. 

Mr. Tuomas. Who received the excess space ? 

Mr. Daty. Parr is taking that back and renting it to other tenants. 

Mr. Tuomas. What are you paying now, and what are the terms 
of your lease / 

Mr. Dany. The lease is a 5-year lease, with a cancellation clause 
within 90 to 120 days. 

(The following correction of the testimony was later supplied by 
the agency. ) 

The current lease on the San Francisco warehouse was renegotiated in Febru- 
ary 1956, reflecting a reduction of 140,000 square feet for 5 years without option 
of cancellation. 

Mr. Tromas. What are you paying for it ? 

Mr. Dany. In San Francisco in 1957 our total space cost, including 
the rent and the utilities, will amount to 68.5 cents per square foot of 
which 51.8 cents is for rent, and 17 cents is 
services, and so forth. 

Mr. THomas. Do you pay taxes ? 

Mr. Yares. Yes; who pays the tax bill, including the city tax bill 
and the county and State tax bill? Does Mr. Parr pay it, or does 
the General Services Administration pay it ? 

Mr. Meptey. Mr. Parr pays that. 


for utilities, janitorial 
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Mr. THomas. What did your original lease call for, dollarwise ? 

Mr. Day. The original lease? 

Mr. Tuomas. Yes; what was the square foot cost 

Mr. Dany. $0.51943 renegotiated to $0.50276. 

Mr. Tuomas. Now, this is what ! 

Mr. Day. That would average out for the year at about 51.5. 

Mr. Thomas. It is a beautiful piece of property. It was built for 
your use, and the location is good, but you have 50 percent more 
space than you need. 

How can you get out from under the lease / 

Mr. Dary. Mr. Thomas, I would like to explain this with respect to 
San Francisco: We have gotten rid of 140,000 square feet now, but 
the volume of work in San Francisco is constantly increasing and 
our space estimate represents actual needs. 

Mr. Tromas. Yes; but you have been paying rent for 5 years on 
all of that space when you did not need even half of it. 

Mr. Dary. I would also like to explain this with respect to Boston, 
New York, and San Francisco. We thought we had a sure thing in 
getting into Government-owned space. 

Mr. Tuomas. Let us stay with New York. We are familiar with 
that. We have not gotten to Boston yet. We are also familiar with 
San Francisco. 

Mr. Dary. You wish to talk about San Francisco? 

Mr. Tuomas. Yes, sir; talk about whatever you want to. You have, 
however, 50 percent more space than you need at San Francisco, 
and New York also. What are you going to do with it? 

Mr. Dary. We were discussing the San Francisco situation, Mr. 
Thomas, and I want to explain this: the volume is increasing and we 
will need the space to handle that volume, but the important point it 
would seem to me, sir, is this: We are asking for money to pay rent 
through 1957, but we have not given up the idea of going into Govern- 
ment-owned space. We thought we had the Alameda property, and 
we were prepared to take the San Francisco operations out of the 
Parr Building, into free Government space at Alameda. 

Mr. Tuomas. Wait a minute. Let us see where that is located. 
Was that the old Maritime Building? 

Mr. Daty. No, sir; it was the old Army Quartermaster Marking 
Center. I think the Alameda Medical Depot is also located there. 

Mr. Froere. It is located at the entrance of the bay there. I have 
been through it before I was with the GSA. 

Mr. Puitires. Where is it in Oakland ? 

Mr. Froere. Right on the island there. You go from the tunnel 
from Oakland across the island. When I was with the Defense 
Department I was in there, and I think it is the group at the east end 
of the naval base there, a group of very fine warehouses. 

Mr. Tuomas. Suppose you don’t get it? 

Mr. Dary. We didn’t get it. We were ready to go in, but the De- 
partment of Defense recalled it. They found other uses for it. 

Mr. ‘Tromas. That is a beautiful property. 

Mr. Day. Our position is this: We will continue, to work as closely 
as we possibly can with the Department of Defense and as other 
property becomes available in that area and at the very first oppor- 
tunity we will try to get other free space. 
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We moved Seattle. That was a good deal. It cut our rent costs 
back substantially. 

Mr. Friorrr. I have written the Secretary of Defense and given 
him a list of these properties for which we are now paying re nt, giv- 
ing him the location and approximate number of square feet. I have 
asked them what they can do to help us get into some of their prop- 
erty. I intend to follow that up and maybe we will get something 
done. However, until we can actually give up the leased space we 
must continue to pay rent. 


SPACE SITUATION AT NEW YORK WAREHOUSE 


Mr. Triomas. What about the New York property ? 

Mr. Dany. The New York property situation is this: When you 
saw the New York space there was vacant space. The volume in the 
New York warehouse in the first 10 months of this year as compared 
to 10 months of last year increased some 56 percent with a correspond- 
ing increase in inventory which requires more space. We are making 
full use of the Newark space. However, that is an undesirable build- 
ing. It is costly to operate, and in New York, as in the case of all 
other centers, we would like to get into Government space. 

We thought we would be able to get into the Somerville space. 

Mr. Tuomas. That is what I was thinking. 

Mr. Dary. FCDA was using about four-hundred-some thousand 
square feet of space at Somerville, and they couldn’t relocate their 
stocks last year. 

Mr. Tuomas. They weren’t using that much. They may have 
had that much under their jurisdiction. 

Mr. Day. We might argue with them about usage, too, but they 
had that much assigned to them. 

At any rate, FCDA now tells us that they plan to move out of 
300,000 square feet of space at Somerville. We will have to take a new 
look at this. We will continue to keep Somerville in mind and won’t 
let it get away from us. 

Mr. Trromas. That will me free, won’t it? 

Mr. Datry. Yes, sir. 

Mr. Troomas. Why can’t you contain yourselves in that much space? 
Of course you can. Grab it if you can get it. 

Mr. Daty. We will not let it get away, sir. The point I want to 
make is this: The New York ‘depot requires more than 300,000 
square feet. We don’t want to spend money unnecessarily by having 
to split operations, but if necessary perhaps we will have to use it. 

Mr. Tuomas. You sure can get by with that 300,000 square feet out 
there. That is a lot of square footage. 


GENERAL Supety Funp 


Insert 7 page 23 in the record, “General supply fund,” increase gen- 


eral supply ‘fund by $9 million. 
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(The information referred to is as follows:) 
APPROPRIATION LANGUAGE 
“GENERAL SUPPLY FUND 


“General supply fund: To increase the general supply fund established by the 
Federal Property and Administrative Services Act of 1949, as amended (5 U. 8. C. 
630g), $9,000,000.” 


GENERAL STATEMENT 


“This proposed supplemental appropriation is needed to increase the capital 
of the general supply fund in order to provide an efficient working margin in 
handling increasing sales to Federal agencies” (from H. Doc. No. 403, 84th 
Cong.). 

JUSTIFICATION 


This fund finances on a reimbursable basis, a national supply depot system and 
a system of ordering supplies for direct delivery to agencies. Supplies and 
services are sold at cost through the fund to other agencies and the District of 
Columbia. Expenses for operating the fund for these purposes are provided for 
under the appropriation ‘“‘“Expenses, general supply fund.” Also financed by the 
fund and reimbursed by the using agencies are operations of interagency motor 
equipment pools established in areas of high vehicle density. 

‘he regular budget for 1957, now pending in H. R. 9739, was geared to capital 
requirements incident to delivered sales of $198.2 million; assumed that an 
inventory turnover of 3.7 could be achieved by June 30, 1957; contemplated 
that agencies would provide advances of $4 million toward capital requirements ; 
and provided necessary motor vehicle replacements under regularly scheduled 
interagency motor equipment pool program. 

Subsequent to preparation of the regular budget last fall it has been demon- 
strated that the assumed increase in stock turn could not be achieved within 
the time period estimated and that until (1) back orders are eliminated and (2) 
volumes of sales by category are reasonably stabilized, a more realistic stock 
turn would be about 8 times annually. 

Experience has also demonstrated a need to keep the capital of the fund 
fluid by eliminating dependence on agencies’ advances, and uncertain source 
of financing at best. 

This ey pero estimate requests $9 million additional appropriated ¢ — ul 
of which $5 million is needed to fiance inventories based on a stock turn of 
times and $4 million is to eliminate dependence on agencies’ advances. 

Analysis of capital requirements follows: 


[In millions] 


1957 sania Additional 
1956 revised| budget {1957 revised] capital 
required 
———$___ —————-——_——  — —— ——_—_____ — 
Accounts receivable 
i ¢ ae 
Equipment - 
Accounts payable__ Pres ioe 5. 0 | ~16. 8 | —0.8 
CG ES : : +4.0 
Working cash _- : ieee ina a asbéoal 3.4 | 5. 5 we 


5.8 | 


$33. mee ge 
= ) +$5.8 


Total capital — : iis " 57. 6.7 9.0 


NEED FOR INCREASE OF WORKING FUND 


Mr. Tuomas. Didn't we increase that working fund by $10 million 
last year? 

Mr. Mepiey. Yes, sir. We now have a little over $47 million in 
the capital fund. The committee generously gave us $10 million addi- 
tional for 1957 which would bring it up to 57 plus, and we are asking 
for an additional $9 million to bring it up to 66 plus. 
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Very briefly, our original budget for 1957 contemplated that we 
would have a stock turn of 3.7 a year. 

Looking at it realistically we find we are back ordering so many 
things that from a practical standpoint of giving service to the 
agencies and running the business as it should be run we find a more 
realistic stock turn would be in the neighborhood of 3.5. 

Second, we have been dependent this year, and the 1957 budget 
also contemplated we would rely, on agencies to make us advances 
to the tune of about $4 million. 

Frankly, Mr. Chairman, that is a lot of work—first, to get the ad- 
vances out of the agencies: second, they have to be returned before the 
end of the year, and since the authorized capital of the fund is $150 
million we believe that it would be better to eliminate a considerable 
amount of paperwork entailed by the advances, and the time needed 
to persuade the agencies to make them, and to include it in our ¢ apital. 

Cherefore, what we are asking is basically an additional $5 million 
for inventory and $4 million toe Himinate advances from other agencies. 

Mr. Tuomas. That will give you capital structure of $66,700,000 4 

Mr. Mepiry. Yes, sir. 

Mr. Tuomas. Is this figure of $198.2 million reasonably 
on sales? 

Mr. Meptey. Yes,sir. Asa matter of fact, we think that is modest. 
We will do about $169 million to $170 million total this year. With 
the increased volume which we are getting from the military we think 
the $198.2 million is a conservative estimate of the volume of sales. 

Mr. THomas. You will jump $18 million over this year’s business ? 

Mr. Meptey. Yes, sir. 

Mr. Tuomas. Where is that table showi ing your sales over the last 
5 years? You show decreases in industry, and all that. 

Mr. Meptey. Those are the standard statements included in the 
budget for capitalized accounts. 


accurate 


COMPARATIVE STATEMENT OF SALES, EXPENSES, AND CAPITAL, 1952-57 

Mr. Tuomas. Put in the record at this point 3 parallel columns 
showing your sales for the last 5 years, and then your operating ex- 
pense for each of those years, and then your third column showing 
the capital structure. 

Mr. Meptry. All right, sir. 

(The information requested is as follows :) 


GENERAL Suppty FuNp 


Comparative siatement of sales, expenses, and capital, 1952-57 


— 
| Recurring | Ratio of Appro- Ratio of 
expenses expense priated capital 
| to sales capital to sales 





| | 

1957 (including panies —— mentals) _...-| $202, 700, 000 \$ 
1957 regular —- : _....-| 202,700,000 
1956 latest estimate -_--- ay. ~amarnncnnt 0a, Oe0, Ge 


Percent Percent 
15, 708, 000 | 7.75 |$63, 000, 000 a 
15, 308, 000 7.55 | 54,000, 000 
13, 787, 700 | 7.81 | 44,000, 000 
1955 actual__..._-.---- eee ‘ | 148,900,000 | 1: , 482, 692 | 8.38 | 44, 000, 000 
i 
1 
12 


eee z | 106, 300, 000 
1953 actual = - | 125, 700, 000 
1952 actual - : | 148, 300, 000 | 


756, 165 12.00 | 44,000,000 | 
” 846, 540 | 10.22 | 44,000, 000 
, 909, 847 9.01 | 44,000, 000 


Mr. Tuomas. Mr. Yates? 


78170—56 —pt. 2-14 
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OPERATING Expenses, Pustic BurpiNGs SERVICE 
PAYMEN'IS IN LIEU OF TAXES 


Mr. Yarres. With respect to payment in lieu of taxes, do you have 
a lease which provides for such payments by the companies which 
lease the plants ¢ 

Mr. Fiorre. Yes, sir. We have 24 cases of the 39 in which the 
lessee pays the taxes, amounting to about $845,000. 

Mr. Yares. Does that mean that the amounts you have requested 
already have been paid into the Federal Treasury in those cases you 
listed ¢ 

Mr. Fiorre. It means we have to repay them. 

Mr. Yares. Have you already received this money from the plants? 

Mr. FLorre. We don’t receive it. 

Mr. Yares. In connection with your leases, are there any provisions 
that the company should pay the taxes 

Mr. Exuiorr. In the majority of leases, dollarwise it is something 
like $843,000, and there was a provision prior to this act requiring 
the lessees to make payment in lieu of the taxes. 

Under the terms of Public Law 388 GSA is required to make pay- 
ments in lieu of taxes, so that consequently, even though the lessees pay 
the taxes, we would have to pay an equal amount into miscellaneous 
receipts of the Treasury. 

Mr. Yarers. You state that prior to passage of Public Law 385 the 
lessees had to make payments in lieu of taxes. Now that is a function 
of the Government. What happens to the funds the lessees would have 
paid for that purpose ¢ 

Mr. Exxiorr. That is my point. The existing leases in most of the 
cases require the lessee to make payments in lieu of taxes involving some 
$843,000. That requirement as a contract matter still exists. 

Meantime Public Law 388 has come along and Congress says, “You 
GSA, are required to make payments; so that since we cannot relieve the 
lessees of that responsibility and give them a windfall, they are mak- 
ing the payments, but we under the law, to prevent an augmentation of 
our funds, would be required to make a deposit in the miscellaneous 
receipts, so if we do not get this appropriation the effect would be 
that we would have to pay approximately $1,300,000 from funds ap- 
propriated to GSA for other purposes. 

Mr. Yates. How much of the $1,300,000 do you receive from the 
company ¢ 

Mr. Exxiorr. We don’t actually receive it. It goes to the local tax- 
ing authorities. It is approximately $840,000. 

Mr. Yares. If the lessees already are paying it, does it mean this 
is only a bookkeeping item ? 

Mr. Meptey. In effect, yes. Under the decision of the Comptroller 
General, all moneys paid by a lessee are to go into miscellaneous re- 
ceipts. However, by the terms of our contracts, in certain instances, 
the lessees are required to pay the taxes, and as a matter of mechanics 
they in fact do pay the taxes. 

Mr. Yates. And they will still continue to do so even though Public 
Law 388 has been passed ? 

Mr. Mepiey. Yes. We in turn will take an equivalent amount of 
money and transfer it to miscellaneous receipts. 
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In other words, if we carry it out from a theoretical point of view, 
we would take this money and pay the taxes, and then we would take 
the revenue received from the lessees and put it in miscellaneous re- 
ceipts. But since, by prior arrangement, the lessees have been paying 
the taxes, and they are dealing directly with the taxing authorities, 
the easiest way to handle it is to let them continue to do that and we 
in turn will transfer part of this appropriation to miscellaneous re- 
ceipts, which will be an exact equivalent amount to the amount which 
they have paid. However, we have to do that in order to conform with 
the law and the decision of the Comptroller General. 

Mr. Yates. Does that mean you will receive the full amount—the 
Government will not be making any payment of this amount, will it 4 

Mr. Mepiry. The practical effect is that the Government will be 
paying the taxes and we will take all moneys paid by the lessee, and 
they will be deposited to the Treasury as rental income. That is the 
net effect of the transactions. 

Mr. Yates. Just transferring from one fund to another ¢ 

Mr. Fiorre. Except in 16 cases we actually will pay the taxes di- 
rectly to the local taxing authorities. They amount to $450,000 ap- 
proximately. 

Mr. Yares. Why would you do it in those 16 cases? 

Mr. Meptry. In some cases the properties are not on lease. For 
example, there are some of the magnesium plants in the National In- 
dustrial Reserve being protected and maintained by GSA. 


Untrep Sratres Post OFFIcE aNp Courrnouse, Nome, ALASKA 


Mr. Evins. I think you have covered all the items with respect to 
“Acquisition of land and the general supply fund,” and so on, but no 
questions have been asked about the $200,000 request concerning the 
post-office and courthouse building in Nome, Alaska. 

Mr. Tuomas. That is in House Document No. 420. You might take 
it up now. 

Mr. Evins. The committee provided $1,100,000 for this work. Why 
is that amount not adequate and sufficient? Why is a supplemental 
request made for this item ? 

Mr. Poorman. The bids have been received on this construction. 
There were a total of 7 bids, and the low bid was $1,184,000. They 
ran through to $1,600,000. 

Because the low bid was in excess of the amount of money we had, 
the good number of bids we had received, and the construction prob- 
lems associated with the Far North, we asked the low bidder to keep 
his bid open until July 15, and we are asking for this supplemental in 
the amount of $200,000 to permit accepting that low bid which we 
consider a good bid. Incidentally, the second bid was $1,275,000, or 
about $90,000 higher; the third bid was $1,300,000; the fourth bid, 
$1,333,000 ; so it is a good bid. 


JUSTIFICATION OF THE ESTIMATES 


Mr. Evins. Mr. Reporter, please insert page 1 in the record and 
tell us why reductions cannot be made in the specifications. 
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(The information referred to is as follows:) 


APPROPRIATION LANGUAGE 
“UNITED STATES POST OFFICE AND COURTHOUSE, NOME, ALASKA 


“United States post office and courthouse, Nome, Alaska: For an additional 
amount for ‘United States post office and courthouse, Nome, Alaska,’ $200,000, to 
remain available until expended.” 


GENERAL STATEMENT 


“The Independent Offices Appropriation Act, 1956, provided $1,100,000 for con- 
struction of the building at Nome, Alaska. The opening of sealed bids on May &, 
1956, disclosed that present funds are insufficient to provide for construction of 
the building. Therefore, this additional amount is needed so that construction 
may get under way during this building season.” (Quoted from H. Doc. 420, 84th 
Cong. ) 


JUSTIFICATION 


Seven sealed bids on the general contract opened May 8, 1956, ranged from 
$1,184,617 to $1,630,630. Studies by the architects and engineers disclosed that 
reductions in plans and specifications would be impracticable. 

The low bidder has agreed to extend the time for accepting the bid from June 7 
(30 days after the bidding date) to July 15 to allow time for the Government 
to arrange for adequate financing. 

The following table shows the relative estimates at stages of development of 
financing for this project: 


Budget for Appropria- Revised 
1956 tion for 1956 estimate 


SS SEE GEIL LD! a OT ANA AER $1, 062, 000 $958, 000 $1, 184, 617 
Minor contracts_____- 3 : 30, 000 30, 000 25, 000 
Contingencies____- : 70, 000 70, 000 50, 000 
Supervision a : = 38, 000 38, 006 35, 000 
Office expense __-__- 4, 000 4, 000 4, 000 


Total 3 . | 1,204,000 | —-1, 100, 000 1, 298, 617 
Rounded 1, 200, 000 . 1, 300, 000 


This supplemental estimate is for the $200,000 difference between the revised 
estimate of cost and the appropriation made in 1956. 

Mr. Poorman. I have been over the plans for building personally. 
It is a simple building. The principal cost of the building is in the 
foundation and in the shell. The location is immediately back of a 
seawall adjacent to the Bering Sea. The land has been filled. The 
old building which was across the street was in a permafrost area 
which caused it to fail. This particular building has some unusual 
foundation problems. 

The building itself represents minimum facilities. We tried to skid 
out everything, even including the painting of the exterior 

Mr. Evins. The high cost here indicated is because of location and 
construction problems in that area 

Mr. Poorman. Yes, sir. 


COST PER SQUARE FOOT 


Mr. Evins. What will be the cost per square foot of floorspace for 
the building? 

Mr. Poorman. I do not have it with me. I will insert it in the 
record, sir. It is substantially higher than stateside but comparable 
to what the military has been experiencing in Alaska. 
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(The information requested is as follows :) 


The cost per gross square foot of the proposed building at Nome, Alaska, will 
be approximately $41.50. Experience of the military in Alaska construction 
discloses costs in different areas which vary from 2 to 4 times those for com- 
parable facilities in the States. For Nome, we consider the cost factor to be 
about three times. Consequently, the cost of $41.50 per gross square foot at 
Nome would be equivalent to about $14 in the States. 


OPERATING Expenses, PuBLic BUILDINGS SERVICE 
PAYMENT IN LIEU OF TAXES 


Mr. Boranp. Is this the only instance, payment in lieu of taxes, 
where the GSA either makes the payment in lieu of taxes or agrees 
with the lessee to make the payment ¢ Do you have any other instances 
in which the GSA makes payments in lieu of taxes / 

Mr. Exnsorr. None that I recall outside of 388. 

Mr. Poorman. Mention should be made of the lease-purchase pro- 
gram. Tamsure you are all aware of that, payment of taxes. 

Mr. Exniorr. Those properties remain in private hands. 

Mr. Puiures. Not after we have made final payment. 

Mr. Exuiorr. No,sir. Then they are no longer taxable. 

Mr. Prinurs. Local people insist on wanting these public buildings. 
When the property goes off the tax rolls they scream. 

Mr. Tuomas. Thank you, gentlemen. 

We will resume at 1 o'clock. 


Tuurspay, June 7, 1956. 
NATIONAL ADVISORY COMMITTEE FOR AERONAUTICS 
WITNESSES 


HUGH L. DRYDEN, DIRECTOR 
RALPH E. ULMER, BUDGET OFFICER 


Wacr Boarp SALARY INCREASES 


Mr. Tomas. Will the committee please come to order / 

It is nice to have with us again the National Advisory Committee 
for Aeronautics. It is always a distinct pleasure to have with us 
Dr. Dryden, its very able and genial Director. We are also pleased 
to have with us Mr. Ulmer, its Budget Officer, who is well and favor- 
ably known to the committee. 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


L notice you want $789,000 in a supplemental appropriation for the 
fiscal year 1957 which is contained in House Document No. 403. You 
were not able to get it in this year’s budget for 1957, and you are 
requesting a supplemental appropriation to cover the full-year cost 
during the fiscal year 1957 of salary adjustments for approximately 
3,400 wage board employees. 

It is my understanding that you absorbed the 1956 cost ? 

Dr. Drypen. Yes, sir; that is correct. 

Mr. Tuomas. And, of course: you could not absorb the 1957 cost 
out of the funds that you had then because they were 1956 funds. 
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This goes into 1957, and you do not have any carryover period, do 
you? 
Dr. Drypren. No, sir; there is none, unless reserve funds are reap- 
propriated. 
BASIS OF ESTIMATE 


Mr. Tuomas. How did you arrive at this figure of 3,400 and where 
are these employees loated? How did you arrive at your figure of 
$789,000 ? 

Dr. Drypen. May I make just a brief statement, Mr. Chairman? 
I think the committee is familiar with the fact that about half of 
our employees are so-called wage board employees, which means that 
their wages are set by NACA wage boards at rates comparable with 
those of employees in industry in the locality. 


CLASSIFICATION OF WAGE BOARD EMPLOYEES 


Mr. Tuomas. What is the classification of most of your wage 
board employees? Of course, you have painters and electricians, but 
what are the 3 or 4 big classifications ¢ 

Mr. Uumer. They include machinists, toolmakers, patternmakers, 
diemakers, instrument makers, and high-grade skilled mechanics. 
They are highly skilled employees. 

Mr. Tuomas. You have very high type personnel; have you not? 

Mr. Uxmer. Yes, sir; we have very competent people in these 
groups. 

Dr. Drypen. The reason this comes up at this time is because of 
the timing of the surveys which were made. We usually try to make 
a survey roughly once a year, and we coordinate our efforts with the 
military wage boards when they have installations located near our 
laboratories. 

Mr. Tuomas. This covers three of your installations ? 

Dr. Drypvren. No, sir; this covers four of them. 

Mr. Tuomas. It covers Wallops? 

Dr. Drypen. It covers Wallops, where we have 31 employees; Ames, 
where we have 648 employees; Langley, where we have 1,459; and 
Lewis, where we have 1,221 employees. 

Mr. Tuomas. What about your station at the Edwards Air Force 
Base? 

Dr. Drypen. They are not in this estimate, Mr. Chairman. 

Mr. Umer. We have just within the last 2 days approved a wage 
board increase for the NACA High-Speed Flight Station at the Ed- 
wards Air Force Base, which we did not know about when this esti- 
mate was submitted, and which was too late to be included in this 
estimate. It is a relatively small increase and it will be picked up 
in the 1958 budget. 

Dr. Drypren. In most years, this type of thing comes at a time when 
we can prepare an estimate and include it in the regular budget sub- 
mission. 

Mr. Tuomas. What is the difference between the wages paid on the 
two coasts and in the middle? 

Mr. Utmer. I have the wage schedules here, Mr. Chairman. Take 
grade 10 which is the grade containing the largest number of our 
wage-board people. At Langley, the starting hourly salary for grade 
10 is $2.19; and at Moffett Field, it is $2.27; it is fairly close. 
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Mr. Tuomas. The Pacific coast is usually considered a high-cost- 
of-living area, so that the wages paid there must be commensurate 
with the cost of living. 

Mr. Uumer. In Cleveland it is $2.24. 

Mr. Tuomas. What is it at Cleveland ? 

Mr. Uumer. In Cleveland, it is $2.24; and at Ames, it is $2.27. On 
the west coast, it is slightly higher. 

Mr. Tuomas. How is this wage-board idea working out, as com- 
pared with the Classification Act salaries ? 

Mr. Unmer. We think this locality-wage system is an excellent 
method, Mr. Chairman. Our turnover in this group of personnel under 
this method is almost negligible. 

Mr. Tuomas. What causes that? 

Mr. Utmer. It is because we are able to pay locality wages; the 
salaries are comparable to those paid by industrial establishments. 

Mr. Tomas. I assume you mean by that, that under the Classifi- 
cation Act they were below industrial wages ? 

Mr. Umer. Yes, sir; that is correct. 

Dr. Drypen. Certainly in the case of our Classification Act em- 
ployees in the professional and scientific fields the salaries are con- 
siderably below those paid in industry. 

Mr. Tuomas. $700,000 or $800,000 distributed among 3,400 em- 
ployees is not much money on an annual basis. 

Mr. Utmer. Yes, sir; that is correct. 

Dr. Drypen. It amounts to about 5 percent increase for these 
employees. 

Mr. Tomas. This is on an annual basis, about $800,000 for 3,400 
employees. 

Mr. Utmer. It is about $240 per employee. 

Mr. Tuomas. Is it that much ? 

Mr. Umer. Yes, sir; it is about that, sir. 

Dr. Drypen. That is per employee among those who get it. 
are about 3,400 who get it. 

Mr. Tuomas. If you have a short statement, you might put it in the 
record at this time. 

Dr. Drypen. I have this table showing the number of employees 
involved, the effective dates, and the amounts of the wage board in- 
creases broken down by locations. 

Mr. Tuomas. Include that in the record at this point. 

Dr. Drypen. Yes, sir. 

(The matter referred to is as follows :) 


There 


NATIONAL ADVISORY COMMITTEE FoR AERONAUTICS 


Calculation of fiscal year 1957 cost of wage board increases effective in fiscal year 
1956 


Number of Per annum | Fiscal year 
wage board | Effective date increase 1957 cash 
| employees required 
1. — = | - 





$380, 375 | $378, 000 
Apr. 8, 1956 110, 074 109, 000 


ee Ee ee Oe” Oe, op aoe a , 458 | Apr. 22, 1956 
(ECR G eee ee te RR ee SE ) 


Lewis ; | 221 | June 3, 1956 | 297, 669 295, 000 


Apr. 22, 1956 





8, 174 7, 000 


796, 292 | 789, 000 
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Mr. Tuomas. There is very little difference between the 2 coasts and 
in the middle, about 5 percent; is it not? 

Mr. Utmer. Yes, sir. 

Mr. Tuomas. This is an increase of $789,000 on an annual basis for 
about 3,400 employees. It is much better under this wage board sys- 
tem than under the old grade system. It gives them about $ $200 a year 
more, holds them, and keeps them happy. That about summarizes it, 
does it not? 

Mr. Utmer. Yes, sir; that is correct. 

Dr. Drypven. Yes, sir. 


SUPERGRADE POSITIONS IN NACA 


Mr. Tuomas. We promoted some of the folks over in the General 
Services Administration; at about that time we saw where you had 
been over to the legislative committee wanting some supergrades. 
How many did they give you? 

Dr. Drypen. The bill carries 50 additional positions. 

Mr. Tromas. Did they give them to you? 

Dr. Drypen. It is still pending in the House. 

Mr. THomas. But it is out of the committee. 

Dr. Drypen. Yes; it is out of the committee and on the floor of the 
House. Our bill covers the so-called Public Law 313 employees where 
salary range is between $10,000 and $15,000. 

Mr. Tuomas. They gave you 50 of them / 

Dr. Drypen. Yes, sir. 


DIFFICULTY IN KEEPING TOP SCIENTIFIC PEOPLE 


Mr. Tuomas. I expect you can use them. Are you having any 
trouble in keeping some of your top scientific people ? 

Dr. Drypen. May I talk about this off the record ? 

Mr. Tuomas. Sure. 

(Discussion off the record.) 

Mr. Tuomas. It is nice to see you folks. 

Dr. Drypen. Thank you very much, Mr. Chairman, and gentlemen 
of the committee. 


Tuurspay, J UNE 7, 1956. 
NATIONAL SCIENCE FOUNDATION 
WITNESSES 


Cc. E. SUNDERLIN, DEPUTY DIRECTOR 

WILLIAM G. COLMAN, EXECUTIVE SECRETARY TO SPECIAL COM- 
MISSION FOR RUBBER RESEARCH 

Cc. S. RUTTENBERG, ATTORNEY 

J. B. ROBINSON, BUDGET OFFICER 


SyntTuetic Rupper RESEARCH AND DEVELOPMENT 


Mr. Tuomas. Gentlemen, the committee will please come to order. 
We have with us this afternoon the National Science Foundation. 
It is nice to see Dr. Sunderlin here, the Deputy Director, as well as 
Mr. Colman, the executive secretary to the Special Commission for 
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Rubber Research; Mr. Ruttenberg, the attorney; and Mr. Robinson, 
the Chief Budget Officer. 

Do you have a statement for us, Mr. Sunderlin ? 

Mr. Sunperuin. No; I do not have a statement, sir. 

Mr. Putmurrs. Mr. Chairman, is this money or language ? 

Mr. Tromas. Language, but there is some money mixed up in it. 

At this point in the record we will insert the language and brief 
explanation of the item as contained in House Document No. 403. 

(The material is as follows :) 


“NATIONAL SCIENCE FOUNDATION 
“SYNTHETIC RUBBER RESEARCH AND DEVELOPMENT 


“The funds transferred from the Federal Facilities Corporation to the National 
Science Foundation for support of the Government's synthetic rubber research 
program, including funds from operations of the Government laboratories at 
Akron, Ohio, which are unerpended on June 30, 1956, shall remain available 
until June 30, 1957, for necessary expenses of terminating operations of the 
Government laboratories and concluding the research responsibilities transferred 
from the Federal Facilities Corporation to the Foundation.” 

This proposed provision is needed to provide authority for the National Science 
Foundation to use during fiscal year 1957 balances available under the synthetic 
rubber research program transferred from the Federal Facilities Corporation 
on July 1, 1955, for terminating operations of the Government laboratories at 
Akron, Ohio, and for concluding the rubber research program as transferred. 

Gentlemen, this is purely language, but there is some money mixed 
up init. It was transferred by recommendation to the rubber reserve 
disposal program from the old RFC agency, in the amount of $2,227, 
000. The National Science F oundation operated the laboratory last 
vear. From that fund you have remaining $556,000. 

Mr. Rostnson. We will have $556,000 of unobligated funds. 

Mr. THomas. You are not going to operate the laboratory, and 
that $556,000 will not be spent for that purpose, but it will be spent 
for 2 things. I will read those two things for the record: 

1. To defray the expenses of the General Services Administration in connec- 
tion with placing the Akron Laboratories in standby condition and offering them 
for sale. 

That is $60,000; is that correct ? 

Mr. Rosrnson. Yes, sir. 

Mr. Tomas (reading) : 

2. To provide ‘transitional grants” to university and institute research scien- 
tists formerly engaged in the Government’s synthetic rubber research program. 
in the amount of $496,000. 

This all stems from the recommendation of the Rubber Producing 

‘acilities Disposal Commission. We will insert that in the record 
this time. I will read it: 


The National Science Foundation has assumed responsibility from the Federal 
Facilities Corporation for the conduct of the Government research program in 
synthetic rubber. As recommended by the Commission, the Foundation estab- 
lished a Special Commission for Rubber Research to evaluate the existing 
research program and to develop recommendations as to the future role of the 
Federal Government in supporting synthetic rubber research. 


It might be well to add at this point the Commission recommended 
that the Government get out of the research business in rubber and 
perhaps make some contracts with the universities on high polymers, 
of which rubber is only a fractional part of the field. 
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Considering the $496,000, how many employees are you taking care 
of with that? Just what is the nature of the work? 


RESEARCH GRANTS 


Mr. Sunperuin. The research grants program, Mr. Thomas? 

Mr. Tuomas. Yes. 

Mr. Sunveruin. I think the figures are roughly as follows 

Mr. Tuomas. You call them transitional grants to the university 
and institute research scientists. This does not go to the schools; this 
goes to individuals. 

Mr. Sunperuin. The grants in each case will be made to a university 
or an institute for basic research by the scientists at that institution. 

Mr. ‘THomas. Who were formerly associated with the laboratory ‘ 

Mr. Sunpertin. No. They were engaged in the synthetic rubber 
research program, which was financed by the Federal Facilities 
Corporation, 

Mr. Tuomas. They were not necessarily domiciled in the laboratory ¢ 

Mr. Sunperuin. No. 

Mr. Tomas. But they were in specific universities doing work for 
the Government laboratory ? 

Mr. Sunperuin. That is not quite right. ‘They were in specific uni- 
versities, but not doing work for the Government laboratory. 

Mr. Tuomas. Go ahead. How many are involved ‘ 

Mr. Sunperury. In the university research program there were 90 
professional personnel employed during the current year. ‘The word 
“professional” here means research associates, graduate students, and 
other staff employed on the research contract. 

During the next year at these same institutions, almost entirely 
universities, there will be roughly 50 such professional personnel em- 
ployed on research. 

Mr. Tuomas. Give us the list and location of universities, and how 
much money you are going to give to each out of this half-million 
dollars. I do not see it in your justification. Do you have a list 
any place / 


UNIVERSITY GRANTS IN RUBBER RESEARCH 


Mr. Sunverwin. I have a list of each of the institutions, Mr. Chair- 
man. Ido not know that we have here the amount of money for each 
institution. ‘That can be provided later. 

Mr. Tuomas. Read off the institutions and then you can set it up in 
the record with the amounts opposite the names. 

Mr. Sunperuin. The institutions are: 


+ 


Case Institute of Technology 34, 500 
University of Chicago 59, 9OO 
Cornell University, 3 grants 145, 900 
University of Illinois, 3 grants 118, 700 
Massachusetts Institute of Technology 57, 600 
Mellon Institute 43, 500 
The University of Minnesota 59, 000 
The National Bureau of Standards_____._..._____._..-.-.--.~- neta: 37, T00 


University of Akron $35, SOO 





Mr. Tuomas. That is nine. 

Mr. Sunperuin. Yes. In several institutions there was more than 
one research contract. For example, there were 5 under the old 
program at Cornell University and 2 separate programs at the Uni- 
versity of Illinois. In addition, there will grants to three other uni- 
versities: Johns Hopkins University, $21,300; State University of 
New York, $42,600; and the University of Wisconsin $35,900. 

Mr. Tuomas. Why do you not scatter this around, gentlemen? This 
is chemistry. The best organic chemists in the world are in the oil 
business. 

Mr. Sunperuin. That is exactly what we propose to do in the new 
and expanded program. 

Mr. Tomas. You had money last year. 

Mr. SuNDERLIN. It is what we expect to do next year. 

Mr. Tuomas. This is oragnic chemistry ; is it not ¢ 

Mr. Sunperuin. I should say it is almost entirely organic chemistry. 

Mr. Tomas. Of course. 

Mr. Sunperuin. In the new program, however, we want to get in- 
volved in inorganic polymers, because some inorganic polymers might 
be very important. 

Mr. Tuomas. Of course, that is what your directions were, to get 
into the polymers field. 

Mr. Sunperuin. That is right. 


PREVIOUS EXPENDITURES FOR SYNTHETIC RUBBER RESEARCH 


Mr. THomas. For what did you spend $1,905,000 during the current 


fiscal year ? 

Mr. Sunverurn. That largely went into two programs. The first 
was the program of support of the Government laboratories at Akron. 
This was roughly of the magnitude of $1 million. The second was the 
program of research contracts at universities. 

Mr. Tomas. They were not in operation very long; were they / 

Mr. Rosinson. For the entire year, sir. 

Mr. Thomas. How long? 

Mr. Sunperuin. During the entire year. 

Mr. Tuomas. You had them 11 months. 

Mr. Rurrenserc. They are still in operation. 

Mr. Roprnson. They are closing out June 30 of this year. 

Mr. Tuomas. They are closing out ? 

Mr. Rozsinson. Yes, sir. 

Mr. Tromas. When did you get them / 

Mr. Sunperuin. July 1, 1955. 

Mr. THomas. You will have them a full year, then ? 

Mr. Sunperuin. That is right. 

Mr. ‘Tuomas. You are going to keep them in operation during the 
whole time ¢ 

Mr. Sunperuin. Until June 30. There is a phasing-out program 
now in effect at the Akron laboratories. 
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PROGRESS OF DISPOSAL PROGRAM 


Mr .Tuomas. What was the purpose in not following the recom- 
mendation of the Disposal Commission ? 

Mr. Cotman. It is being followed, sir. The laboratories have been 
in operation this year, but they will not be in operation next year, 
fiscal 1957. 

Mr. Tomas. They recommend that you get out of business. You 
had a whole year to get out of business and you kept them operating 
the whole year. 

Mr. SunperuiN. I think, Mr. Chairman, that the language of the 
Special Commission would not indicate exactly that. May I read the 
specific recommendation with respect to the Government laboratories, 
Mr. Chairman / 

Mr. Tnomas. Surely. What pageisiton’ Ihave read it, but Ihave 
forgotten it. 

Mr. SuNDERLIN It is not in the justification because the Government 
laboratories were not involved in the particular language which is 
before this committee. 

Mr. Tomas. I will read your own language on page 2: 

It assumes that the contract operation of the Government rubber research 
laboratories under the National Science Foundation will be discontinued and 
that the foundation will support— 
that refers to other programs. 

The 1957 budget is based on the recommendations of the Special Commission. 


[ still do not see it. Where is it? 
Mr. SuNDERLIN. It is not in these particular papers, Mr. Chairman. 


Mr. THomas. You have 2 or 3 sentences in here where you repeat in 
your justifications at least twice that you were told to close down the 
laboratories. 

Mr. Sunpertin. May I read the recommendation of the Special 
Commission for Rubber Research / 

Mr. Tuomas. All] right. 

Mr. SuNDERLIN (reading) : 


The Commission recommends that the Government laboratories be offered for 
sale after June 30, 1956, through appropriate Government disposal channels 
unless in the meantime the University of Akron accepts a lease at a nominal fee 
of the facility for the 12 months ending June 30, 1957, with no Government sub- 
sidy during that period, under such lease the university being obligated to main- 
tain the facility in good condition but without obligation to maintain any partic- 
ular scale of operatons. If the University of Akron accepts such a lease the 
disposal will be deferred for 1 year. 

The University of Akron decided not to accept this offer and there- 
fore the Government laboratories will be disposed of through appro- 
priate Government channels. 

Mr. Tuomas. Dollarwise what is the amount of the contract with 
the University of Akron for this coming year? 

Mr. Sunperurn. There is no contract with the University of Akron 
for operation of the Government laboratory next year. 

Mr. Rurrenserc. May I mention something, sir? 

There are 2 bills now pending, sir, in the Congress; 1 in the House 
and 1 in the Senate: which would authorize the foundation to arrange 
for the disposal of the Akron laboratories through public sale. There 
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is no arrangement now for operation of the laboratories after June 
30. 

Mr. THomas. You mean the bills take it away from the disposal 
agency, the General Services Administration / 

Mr. Rurrenserc. It would be transferred to the General Services 
Administration for disposal purposes. 

Mr. Evins. Why is that legislation necessary # 

Mr. Rurrenserc. It was our opinion, sir, that Congress wished to 
be apprised of the disposition of this particular facility before it was 
removed from Government hands. Under the Rubber Act of 1948 
and the Disposal Act of 1953 the legislative history seemed to indicate 
to us that Congress wanted to review the matter again before it was 
disposed of, so we felt appropriate bills for the purpose would be the 
best way to proceed. 

Mr. Tuomas. What is going to be the amount of your research 
expenditures for this activity beyond 1957? Do you have any plans? 

Mr. Sunverir. Beyond 1957 ¢ 

Mr. 'THomas. Fiscal year. 

Mr. Sunvertin. The program of support of high polymers research 
will be part of the general chemistry research program but with em- 
phasis added to the degree that we have funds available for support. 

Mr. THomas. I note you make that statement in the justifications, 
that in the future you will absorb the cost as a part of the regular 
program. Of course, it will be in addition to your regular program, 

Do you have an idea now as to what that additional cost will be ¢ 

Mr. Sunperwin. I do not, sir. 

Mr. Tuomas. The General Services Administration charged you 
$60,000 for laying this away. Do you have any other funds now from 
the rubber disposal program, other than the $2,227,000 4 

Mr. Roprtnson. Let me say that we got $234,000 through contracts 
with the University of Akron, but that is included in the $556,000. 
The $556,000 we are dealing with now includes the residue of the 
$2,227,000 plus the $234,000 that has come to the Akron Laboratories 
through contract work. 

Mr. Tuomas. That winds up your funds? 

Mr. Roprnson. It cleans the book; yes, sir. 

Mr. Tuomas. Do you have authority to spend your own funds on 
this project ? 

Mr. SunDERLIN. On the new program next year; yes, sir. 

Mr. Tuomas. I am not sure. You might on research generally, but 
other than that I do not know. 

Mr. Sunpertin. The new program is basic research, Mr. Chairman. 

Mr. Tuomas. Thank you, gentlemen. It is always nice to see you. 
Weare glad you came by. 
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THURSDAY, J UNE q, 1956. 
HOUSING AND HOME FINANCE AGENCY 
Pusuic Housinc ADMINISTRATION 


WITNESSES 


JOHN D. CURRIE, DEPUTY COMMISSIONER 
B. W. RUFFNER, DIRECTOR, BUDGET BRANCH 
N. J. EISEMAN, BUDGET ANALYST, OFFICE OF THE ADMINISTRATOR 


ANNUAL CONTRIBUTIONS 


Mr. Tuomas. We will take up at this time the Housing and Home 
Finance Agency, Public Housing Administration. 

We have with us Mr. Currie, the Deputy Commissioner; Mr. Ruff- 
ner, the Director of the Budget Branch; and who is the third gentle- 
man / 

Mr. Etseman. My name, Mr. Chairman, is N. J. Eiseman. [am a 
budget analyst in the Office of the Administrator. 

Mr. Tuomas. We are delighted to have you with us. 

You are appearing in connection with a supplemental estimate for 
1956 for annual contributions in the amount of $1,300,000 as contained 
in House Document No. 405. 

Do you have a statement for us, Mr. Currie? 


GENERAL STATEMENT 


Mr. Currie. I do, Mr. Chairman. I appreciate the opportunity to 
appear before you and discuss the Public Housing Administration’s 
request for a supplemental appropriation of $1,300,000 to pay annual 
contributions accruing in fiscal year 1956. 

You will recall that in January 1955 we requested $87 million, and 
afterward the Congress appropriated $81,750,000. By the time we 
submitted our budget estimates to the Congress in January 1956, more 
current information was available, and we reduced our estimate to 
$84,500,000. 

Just recently we have retabulated the data for all projects which 
will receive annual contributions for fiscal year 1956. For most proj- 
ects the known requirements are now available, and estimates have 
been made for the remaining projects. We are now in a position to 
state our actual needs as being $83,050,000. This exceeds the amount 
appropriated by $1,300,000 and explains why we now must request a 
supplemental appropriation. 

Let me explain briefly how the Public Housing Administration 
repares its estimates of annual contributions. I would like to em- 
phasize that the estimates are not mechanical projections of past 
trends but are based on a careful analysis of each project. The financ- 
ing program and operating budget for each project are carefully 
studied. 

First of all, we try to identify each new project coming up for per- 
manent financing. Second, we determine for all projects, old as well 
as new, the fixed annual contribution—that is, the full amount we 
are committed to pay under the annual contributions contract. Third, 
we estimate the amount of residual receipts from each project’s opera- 
tion that will be available to reduce annual contributions. 








— YF ~~ 
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Perhaps it will be helpful to the committee if I explain briefly the 
difference between the original estimate of $87 million and the present 
requirement of $83,050, 000. 

1. We overestimated fixed annual contributions by $1,707,177. 

Not all of the units originally scheduled for permanent financing 
‘ame through as we had expected. Moreover, the amount of fixed 
annual contributions actually required for permanent financing may 
differ slightly from the amount originally estimated. 

We underestimated by $2,242,893 the amount available to reduce 
eR: contributions. 

Some $1,700,000 of this difference is attributable to a change in PHA 
policy regarding the accumulation of operating reserves. Briefly, 
what we did was to double the period over which the maximum reserves 
are to be accumulated. a naturally reduces the amount set aside 
for reserves in any one year. The net effect is to increase residual 

receipts, and therefore aay increase the amount available to reduce 
aad contributions. It is only fair to point out that this change in 
operating-reserve policy is nonrecurring in character. 

At this point may I call your attention to the fact that the new 
policy on reserves first took effect with regard to project fiscal years 
ending September 30, 1955. The original estimate of $87 million for 
annual contributions in fiscal year 1956 was submitted to the Congress 
in the preceding January. Therefore the original estimate was sub- 
mitted many months before establishment of the new reserve policy. 

While it is true that the change in reserve policy accounts for the 
major share, $1,700,000, of the increase in the amount available to 
reduce annual contributions, I am glad to report that the remaining 
$542,823 reflects an improvement in projec toperations. Such improve- 
ment can result from either a rise in income or a decline in operating 
expense, or some combination of the two. We are concentrating on 
all possible reductions in expense items. We also are seeking to cut 
down on vacancy losses. In all these matters the Public Housing 
Administration will do everything it can to encourage local housing 
authorities to secure the most economical and efficient operation. 

I take real satisfaction in being able to report to you today that, in 
round numbers, we are paying a subsidy of some $83 million during 
the current fiscal year rather than the full subsidy of $109 million, a 

saving of $26 million. I hope that we can do as well or better next year. 

And now, if you desire any additional facts concerning our request 
for a supplemental appropriation of $1,300,000 for annual contri- 
butions, I shall be glad to answer your questions. 


BASIS FOR AMOUNT OF SUPPLEMENTAL ESTIMATE 


Mr. Tuomas. How do you arrive at the figure of $1.3 million? 

Mr. Currir. That, sir, is the amount of the difference between the 
amount which was appropriated by the Congress—— 

Mr. Tromas. Do any of you gentlemen have the details? 

Mr. Rurrner. Yes, sir. It is on page 4 of our justifications, Mr. 
Chairman. The total requirements are calculated to be $83,050,000. 

Mr. Tuomas. We have read that. Iw om to know how you get the 
$1.3 million. How do you arrive at it? 

Mr. Rurrner. Our total requirements being $83,050,000, and you 
have appropriated to us $81,750,000—— 
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Mr. Tuomas. You take all of your projects. How many are there 
now ¢ 

Mr. Rurrner. There are approximately 2,000 projects. 

Mr. Tuomas. You fan them down / 

Mr. Rurrner. I see, sir. 

Mr. Tuomas. You argue with all your local housing authorities and 
finally come up with X dollars for this one / 

Mr. Rurrner. That is correct. 

Mr. Tuomas. You do the same thing for your 2,000 / 

Mr. Reurrner. That is right, sir. 

Mr. Tuomas. Then when you get through it is the difference be- 
tween that figure and the amount given, which comes down to $1.3 
million ? 

Mr. Rurrner. That is correct. 

Mr. Tuomas. So far as the specific details of it are concerned, you 
just have to go through about four or five thousand pages to find that / 

Mr. Rurrner. That is correct. 

Mr. Tuomas. It would be $50 here and $250 there, or $5,000 on this 
project, and so forth and so on? 

Mr. Rurrner. That is right, sir. We do examine the budget. for 
ench of the projects in the program. We take the latest available data 
on the income for the project and the expenses for operating the 
project . 

NEW YORK OFFICE 


Mr. Tuomas. I believe we went to your office in New York. It was 
not the Office of the Administrator. We find that in most of these 
big areas the FHA people do not know who the people of the Admin- 


istrator’s office are, and when it comes to public housing they have had 
very little contact outside of maybe some slum-clearance discussions. 
and your people apparently are able to run their own show. 

What I am getting at is that in the New York office you have a good 
one, or else I am badly mistaken. 

Mr. Currie. I appreciate your comment on that. 

Mr. Tomas. What is the number of units under their jurisdiction / 
We had that figure in mind, but have forgotten it. It would knock 
your eye out. 

Mr. Currie. I cannot recall that figure offhand. 

Mr. Rurrner. It would be closer to 200,000 units in New York. 

Mr. Tuomas. If you could take his procedures and hold all of your 
housing authorities to them all over the country, I imagine you could 
reduce this subsidy bill by anywhere from 5 to 10 or 12 percent most 
any year you would do it. For instance, that as to General Services 
they made a deal whereby they would buy common-use items for the 
local housing authorities scattered throughout the United States and 
let them save a little money. Isthat correct ? 

Mr. Currre. We do that across the program. 

Mr. Rurrner. That common buying program was worked out here, 
and it is being used by all of our regional offices. They are applying 
it to all the authorities in the program. \ 

Mr. Tuomas. Not only for the regional offices, but I thought it ex- 
tended to the local housing authorities on the theory that even though 
they are State agencies what they spend eventually is going to be 
reflected back in this budget. Did I misunderstand ? 
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Mr. Rurrner. I did not make myself clear. 

Mr. Tuomas. I understood. 

Mr. Rurrner. We are using it for all housing authorities in the 
entire program. They are requested to purchase all the equipment 
and materials through this common buying program that they can. 
It is saving us considerable money in the entire program. 


APPROVAL OF LOCAL BUDGETS 


Mr. Tuomas. How much politics do you find generally throughout 
the country? You cannot put your finger on any specific housing 
authority in any specific town but, by and large, how much politics 
is involved in who gets in a project and how long he stays and the 
salary you pay the local people as compared with the prevailing wage 
for the same or similar type work, and so forth? 

Mr. Currtir. Well, sir, we try to follow each one of these local 
authorities. We do analyze their budget expenses. We do try to 
get a justification from the housing authority for the comparability 
of salaries paid in the area. 

Mr. Tuomas. How can you protect yourself in case you disagree ? 

Mr. Currie. The principal method by which we can operate is to 
try to talk with the housing commissioners and try to influence them 
to do a more efficient and more economical operation. 

Mr. Tuomas. Suppose that kind words do not do the job? Then 
what ? 

Mr. Currie. Of course, if they are in violation of the contract, we 
have the breaches of the contract rights. 

Mr. Tuomas. That would be one time in a blue moon. It is the 
discretion that costs you money. What do you do on that when there 
is a disagreement on discretion ? 

Mr. Currier. In most instances to date we have been able to work 
out an agreement by talking with the commissioners and by, at times, 
going to the mayor of the city. 

Mr. Tuomas. I noticed down in my town, much to my surprise, 
the contribution in lieu of taxes was not paid for 2 or 3 years by the 
housing authority. They had the money. I did not know anything 
about it. I think the school district called and said they surely would 
like to get the money, and I talked with Mr. Slusser, and he said he 
surely would like to pay it, so we had to file a special bill to get it. I 
am not quite clear how it arose, but apparently the local housing au- 
thority had some manager who did not follow the rules and regu- 
lations and they shut him off. I just say “more horsepower to you” 
whenever you get one who cannot take care of things. 

Mr. Currtz. That was the situation at that time. 

Mr. Tuomas. When they cannot follow the yardsticks, shut them 
off. 

Mr. Evins. Off the record. 

(Discussion off the record.) 

Mr. Evins. What is the general number of years for the annual con- 
tribution contracts of the housing program ? 

Mr. Currir. The bonds are issued on a 40-year basis. 

Mr. Evins. With reference to the first ones that were started, how 
are they coming along? 

78170—56—pt. 2—15 
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Mr. Currtr. They are meeting the payments. Of course, the subsidy 
payment is what carries a portion of the debt payment requirement. 

Mr. Evins. Do you have fairly uniform rates in comparable com- 
munities in the same State, or do they fluctuate very greatly ? 

Mr. Curriz. They are fairly comparable in rates. The interest 
rates of the local housing on our bonds follow very closely the mu- 
nicipal bond trends of the area, and they are traded on the municipal 
bond market at a better rate than the municipal securities because of 
the Federal guaranty to the security. 

Mr. Evins. Is the demand for more housing increasing, or is your 
program tapering off somewhat? 

Mr. Currte. Now, the program, of course, has been established for 
some time, and the limitation of the program has been established 
by the Congress. 

Mr. Evins. I am speaking of the demand as you view the picture. 

Mr. Currre. The need for public housing is prevalent, and the com- 
munities are filing applications. In the current year we have requests 
or applications for entering into contracts to the extent of the limita- 
tion that Congress has put on the program. 

Mr. Putrures. Off the record. 

(Discussion off the record.) 

Mr. Puiutrs. I was very sorry to learn of the illness of Mr. Slusser, 
and please tell him we send him our very best wishes for a speedy 
recovery. 

Mr. Tuomas. Please give him my best regards. 

Mr. Currie. I will do that, sir. 

Mr. Boranp. I would like to pay my respects to the New York 
housing officer, Mr. Hillman, who does a tremendous job. 

Mr. Tuomas. Yes; he does a very good job. 

Mr. Botanp. Off the record. 

(Discussion off the record.) 

Mr. Tuomas. Thank you, gentlemen, very much. It has been nice 
to see you. 

Mr. Currre. Thank you very much, Mr. Chairman and gentlemen 
of the committee. 

(The following letter was received subsequent to the foregoing 
testimony :) 

PusLic Houstnc ADMINISTRATION, 
HOUSING AND HoME FINANCE AGENCY, 


Washington, D. C., June 15, 1956, 
Hon. ALBERT THOMAS, 


Chairman, Subcommittee on Independent Offices, House Appropriations 
Committee, House of Representatives, Washington, D. C. 

DEAR CONGRESSMAN THOMAS: Confirming my telephone conservation with you 
this morning, our need for a supplemental appropriation for annual contribu- 
tions in fiscal year 1956 has been reduced from $1,300,000 to $480,000. 

On the day following the appearance of Mr. Currie and Mr. Ruffner before your 
subcommittee, our representatives who were negotiating the forthcoming June 
27 bond sale found it possible to include 6 projects having annual contributions 
payable of $189,451. This amount had been scheduled for payment on June 15, 
1956, but, under the terms of the refinancing of the obligations of these projects, 
the same amount now becomes payable on September 15, 1956. 

The effect of this arrangement is to transfer payment from the 1956 fiscal year 
to the 1957 fiscal year. This arrangement enables us to reduce the supplemental 
appropriation request by an equivalent amount which, for convenience, has 
been rounded at $820,000. The supplemental appropriation now requested by the 
Public Housing Administration for annual contributions in fiscal year 1956, there- 
fore, becomes $480,000. 
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May I point out that the reduction in annual contributions requirements for the 
1956 fiscal year does not involve a corresponding increase in requirements for the 
1957 fiscal year. Our estimate for 1957 is in no way affected, inasmuch as the 
September 15, 1956, payment will constitute the sole payment for the 6 projects 
in the 1957 fiscal year and will take the place of the June 15, 1957 payment 
originally assumed in our 1957 estimate. 

Sincerely yours, 
CHARLES E. SLUSSER, Commissioner. 


SUBCOMMITTEE ON GENERAL GOVERNMENT MATTERS 


GEORGE W. ANDREWS, Alabama, Chairman 
GEORGE H. MAHON, Texas IVOR D. FENTON, Pennsylvania 
HARRY R. SHEPPARD, California FREDERIC R. COUDERT, Jr., New 
J. VAUGHAN GARY, Virginia York 
LOUIS C. RABAUT, Michigan EARL WILSON, Indiana 
JOHN F. SHELLEY, California BENJAMIN F. JAMES, Pennsylvania 


TuEspAY, J UNE 5, 1956. 
COMMISSION ON GOVERNMENT SECURITY 
WITNESSES 


HON. FRANCIS E. WALTER, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF PENNSYLVANIA 

LLOYD WRIGHT, CHAIRMAN, COMMISSION ON GOVERNMENT 
SECURITY 

DOUGLAS R. PRICE, EXECUTIVE SECRETARY 


* 


Mr. Manon. The subcommittee meets this morning to consider an 
estimate of $665,000 for the Commission on Government Security. 
The estimate appears on page 7 of House Document 403, and the item 
will be inserted in the record at this point. 

(The matter referred to follows :) 


“SALARIES AND EXPENSES 


“For expenses necessary for the Commission on Government Security, includ- 
ing expenses of attendance at meetings concerned with the purposes of this 
appropriation, $665,000.” 

This proposed appropriation is necessary to carry out the objectives of the 
act of August 9, 1955 (Public Law 304), which created the Commission on 
Government Security to study and report on the Government’s security program. 
The 1957 budget did not include an estimate of appropriation for the Commission 
because it had just been organized and its requirements could not then be deter- 
mined. This proposed appropriation, therefore, represents the requirements of 
the Commission for the fiscal year 1957 through March 31, 1957, the date on 
which it expires according to law. 
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SPECIAL STATEMENT BY MR. WALTER 


Mr. Manon. We are pleased to have before the committee Mr. 
Francis Walter, our oP wget from Pennsylvania. Do you have 
some special statement you would like to make? 

Mr. Waurer. Mr. Chairman, I happen to be a member of this Com- 
mission and I want to say only one thing. The mechanics of this 
operation will be explained to you by Mr. Wright, who was formerly 
president of the American Bar Association. He is the distinguished 
chairman of our Commission, but I want to say that I have been 
deeply impressed by the care that has been exercised in setting up 
this Commission with respect to cost. The job is a very important 
one and, as you know, the Speaker of the House, the Vice President, 
and the President of the United States selected as members of this 
Commission those people whom they felt would deal with this problem 
from a broad viewpoint. 

In order to do that, we must have before us the hundreds of regu- 
lations existing in all of the Government branches, together with all 
the statutes and decisions. It is a big research job and, as I say, we 
have selected what I think is the best executive staff possible. The 
men on the staff who are directing the work are on Joan from various 
institutions. They are leaders of the bar who have made a very gen- 
erous contribution to this work and I think this request for funds 
is indeed a modest one when you consider the terrific amount of work 
involved. 

Mr. Manon. My work has been such that I have not been closely 
associated with the program and I do not know as much about the 
Commission on Government Security as I should like to know. I 
have a great deal of respect for you gentlemen across the table from 
me and, Mr. Walter, I know of course at first hand of your tremen- 
dous experience in this field of Government security and, frankly, 
unless there is something I do not know in regard to this appropria- 
tion, I would certainly give great weight to your recommendations. 
Likewise, Mr. Wright, I know of your background and abilities. 


PROGRESS OF COMMISSION 


Do you feel that the program is being handled as well as it reason- 
ably might be? 

Mr. Watrer. I certainly do. We were a little slow in getting 
started and that was due entirely to the fact that the appointments 
of the Commissioners were not made for some time. After they were 
made, I think we moved along as rapidly as you could reasonably 
expect us to move and now we have, I believe, filled the executive 
staff and it has almost completed a preliminary report which is to 
be published soon. 

Mr. Wricur. It will be available on the 16th or 17th of June, 
approximately. 

Mr. Watrer. From that report, of course we can tell just where 
we are. The Commission is going to meet on the 16th and 17th and at 
that time the report will be considered and the program for the rest of 
the work will be mapped out. 
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POTENTIAL EXPANSION OF PROGRAM 


Mr. Manon. Is this the sort of program which you think might 
mushroom into a larger and larger activity with need for greatly in- 
creased funds, personnel, and so forth? 

Mr. Wavrer. I think just the contrary is true, a ause this is not a 
permanent agency ; the personnel who have been selected are interested 
in doing this particular job and not ina job. 1 think that is true all 
down the line. The man in charge is the head of the law school of 
a great university on loan, and so on, and he is typical of the people 
on this executive staff. And, because of that type of personnel, it 
was not an easy thing to recruit it quickly, and that, of course, con- 
tributed to the delay. 

Mr. Manon. I want to say for myself that I never feel we should 
complain about some slowness in recruitment. It is difficult to get 
good people to do anything. © It is difficult to get somebody to work in 
your office, to do any kind of job. However modest the job might 
be, it is not a simple matter to get good people and I do not think you 
should feel apologetic for your failure to get. the Commission staffed 
quickly. It is more important to get it staffed properly. 

You gentlemen feel that the funds requested here would be a good 
investment in security 4 

Mr. Waurter. There is no question about it. There is a very, very 
involved problem that must be worked out and I think this is the only 
way it can be done, and that Congress so decided when the law was 
passed providing for the creation “of this bipartisan Commission. 


BUDGET AND PERSON NEL SCHEDULES 


Mr. Manon. Do you have detailed figures showing precisely how 
many employees you now have, and just how you will expend these 
funds if they are provided by Congress ? 

Mr. Wricur. Yes, Mr. Chairman. I will present this to you if you 
would like to have it put in the record. 

Mr. Manion. Those are the green sheets, 1 believe. They will be 
inserted in the record. 

(The matter referred to follows :) 


Program and financing 
| | 
1955 actual 





éestimate ee see ate 
| 
| 


Program activities: To study and investigate the Government | | 
Security Program (Total Obligations) Ss ee SESS | Peerage $250, 000 | $665, 000 


Financing: : | 
Appropriation reneen eo eae ee AO, 000 165, 000 
Supplemental (House Document 330)_----------------- bipuducekekw ee 200, 000 : 
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Obligations by object 





1955 actual | 1956 estimate | 1957 estimate 

















Average number of all employees. . -..............-.........-- SEE Serer ese 18 60 
Number of employees at end of year. .-......-.--------------- PRLS SE EEE 50 0 
01 Personal services: Positions other than permanent--_--- aed Nene aeeacees pcre $190, 000 $485, 000 
le | eelpae et peel tiou-y ite ata ee eS ii eae aiipigcadl ocaonas ctsstightins ie | 22, 500 80, 000 
UII fos oc cl cota aise eit cinloiadl ahageaeeite b= } 5 300 17, 000 
06 Printing and reproduction __-......-.---- a aa ees Sa l 3, 900 16, 000 
ay) ee ED NRE oe ns. nu canannneneematctuudlcucbwdvauesscs 8, 800 28, 000 
08 Supplies and materials--.............-.-------------------|-------------- 3, 000 15, 000 
09 Equipment. ; oR re Se AA ae Pe alia tet 14, 000 15, 000 
Ni creas nN IMG So a en eg ee A. nc cdtecea } 2, 500 9, 000 

Total obligations Dverotadectaccsuessce Se Ce ee rp eee 250, 000 665, 000 








Mr. Wricur. We also sent to the chairman of the subcommittee 
statement which I would request at this time be put in the record. 
If you wish me to read it, I will do so. It is only four pages. 

Mr. Manion. Why don’t you read it ? 

Mr. Wricur. Very well. 


GENERAL STATEMENT 


Mr. Chairman and gentlemen of the committee, we are here today 
to support our budget estimate in the amount of $665,000 for fiscal 
year 1957. An initial appropriation of $50,000 for the Commission 
on Government Security was included in the Legislative Appropria- 
tion Act of 1956 (Public Law 242, 84th Cong.). You will recall 
that we appeared before this committee on February 27 of this year 
on behalf of our supplemental appropriation for the fiscal year 1956, 
At that time $200,000 was requested and that amount was subsequently 
appropriated (Public Law 533, 84th ( ‘ong.) on May 19, 1956. The 
purpose of that appropriation was to carry us through the fiscal year 
1956 with any unexpended balance to remain available to the Com- 
mission until March of 1957. 

May I go off the record here / 

(Discussion off the record. ) 


ESTIMATE OF OBLIGATIONS BY OBJECT 


Mr. Wricur. The budget estimate under consideration today is the 
first request of the Commission for an appropriation specifically for 
fiscal year 1957. At this time I would like to submit our estimate 
by item totaling $665,000, based on the expected needs of the Commis- 
sion for the duration of its statutory life. 

(The matter referred to follows :) 


01 Personal services: Positions other than permanent ___---_______ $485, 000 
To provide for a staff equivalent to SO full-time employees 
of the Commission. 
I a no ee amelie 80, 000 
This estimate includes the cost of Commission meetings, 
travel of consultants, taxi fares, field travel by the Commis- 
sioners and staff members with as many as 15 in travel status 
during much of the period of this estimate. The figure also 
includes related expenses and per diem. 








0. 
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( 


as 
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ee “eT UAC oo ee eee ememae $17, 000 
telegrams and related communications expenses. 
Oh Weis. ONG TAOPO ROR a a sn ee nen n nae em me ts 
Routine printing and reproduction costs, preparation and 
printing of interim reports and the final report of the Commis- 
sion. 
Oe CiRer CRB PEROCREY GOPVIORE 2 8 os as Sec ninenncnaenns 28, 000 
Items such as court reporting services, services performed 
by other agencies including painting, electrical work, admin- 
istrative assistance on personnel processing, payroll, budget, 


etc. 
I: yee ae Beri on ee i he ere ek ao. 153000 
This estimate is expected to cover cost of office supplies. 
ca alae neni oe pre einer remastered 15, 000 


It is estimated that this amount will cover the cost of equip- 
ping additional office space and includes various equipment 
purchases which may from time to time be required. 
ay are mn Wet ee ewe enna naa cawmeoe 9, 000 
Social security and retirement payments. 


DURATION OF COMMISSION’S EXISTENCE 


Mr. Wricur. On the assumption that the time limitation prescribed 
for the Commission’s final report as outlined in Public Law 304, 84th 
Congress, remains Btn abe. we are confident that these funds re- 
quested for fiscal year 1957 together with the residual balance of 
available funds will be adequate. 

If, on the other hand, the life of the Commission is extended by sub- 
sequent legislation in accordance with clearly indicated needs, we may 
be faced with a need for additional funds during calendar year 1957. 

Mr. Manion. Do you think it will become necessary to increase the 
statutory life of this Commission ? 

Mr. Wricut. If we do the job that the mandate of the Congress 
compels us to do, there is no question about it. For instance, we 
have consulted 1,200 private-enterprise institutions manufacturing 
sensitive materials and are securing the regulations and criteria 
they are using which are not uniformly apphed, and they seek our 
assistance. We have 20,000 manufacturers, small businesses, that over- 
night, at the switch of an electric light, will be called upon to manufac- 
ture sensitive material for the Government. ‘There will be changes 
which we will feel to be necessary, and I think the Commission can take 
ride in the fact that there have been changes in certain procedures, 
Cecaass the Commission’s very appointment has acted as a catalytic 
influence upon some departments of the Government. Each change 
requires us to go back and examine the prior regulations, because we 
can only learn from experience what incidents caused the change and 
what is proposed to be done by the change; how a different program 
will be better; why it was necessary. We have a great many of those. 

Then, again, we have current court decisions which interpret some 
of the regulations for the first time. That requires a detailed investi- 
gation. So the area of the work keeps expanding, rather than being 
contracted. 

However, we have the full cooperation of the executive branch of 
the Government, and this will save a terrific amount of money and 
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time. For example, we are getting very shortly the results of the 
Civil Service Commission’s investigation and security procedures and 
we will have, I think, over 10,000 pages of photostatic worksheets so 
we can examine current and past implementation. And we ourselves 
must appraise the results of their study; because, under the require- 
ments of our act» we are not permitted to take anybody else’s appraisal. 
The Civil Service Commission worked on that project for over 3 
years, and that is a benefit which will inure to us. I did not know 
of the existence of that study at the time we were here before. 

Mr. Manon. Now suppose you proceed with the general statement. 


PRIMARY RESPONSIBILITY OF THE COMMISSION 


Mr. Wricut. As you know, the Commission is primarily a study 
group charged with the responsibility of making recommendations to 
the Congress and the President on the adequacy or deficiencies of the 
entire Government security program. The Commission is not and 
was not intended to be a superappellate tribunal to adjudicate in- 
dividual cases and grievances arising under that body of authorities 
which constitute the security program. 

I think the gentlemen of this committee will be interested in know- 
ing that the first official publication of the Commission on Govern- 
ment Security will be forthcoming in the form of an interim report 
to the Congress and the President. A meeting of the full Commission 
has been scheduled for mid-June to give detailed and final considera- 
tion to the contents of this report. I would mention at this point that 
the lack of newsworthiness of our activities thus far has occasioned 
comment in some quarters, but we feel that our first and most impor- 
tant assignment is to develop fully the factual and legal problems 
underlying the administration of the security program. 

Mr. Manon. I would like to interrupt at that point to say that some 
people in the Government who apparently seek newspaper headlines, 
and seek to become newsworthy by reason of certain things, do not 
always serve the public interest. 

Mr. Watrter. Such as the ex-Senator. 

Mr. Wrieut. Our basic responsibility to the American people to 
undertake a thorough and objective study of this problem necessitates 
months of meticulous and diligent spade work, and I have no apology 
if this responsibility transcends our ability to generate headlines with 
announcements of premature or preconceived conclusions at this early 
date. 

An able and dedicated staff has been carefully selected and the werk 
of the Commission as outlined in Public Law 304 continues to progress 
satisfactorily. The basic groundwork in all areas has been completed 
and material is flowing to the Commission from a wide variety of 
sources. Members of the staff have held over 290 interviews with indi- 
viduals who are concerned with the security program. Actual case 
files involving landmark security cases have been obtained from the 
executive departments and are under painstaking and thorough review 
and analysis by our staff. 


INDUSTRIAL SECURITY 


With regard to industrial security—the protection of vital defense 
information—we are in communication with over 1,200 manufacturers 
who have contracts with the Department of Defense and the Atomic 


ee ee ee ee 
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“nergy Commission. This is a representative sample chosen by the 
Commission from among the 20,000 defense contractors in the country. 
Involved in these industries are various labor elements who have a 
vital interest in any security regulations which may be adopted and 
we are in touch with these groups s seeking their views on the subject. 

Now that substantial progress has been made in our study of the 
personnel security program, staff investigators will shortly be sent 
to the field to contact personally representatives of defense indus- 
tries, port authorities, and all branches of labor throughout the 
United States. 

The Commission has already received information indicating that 
industry is encountering considerable trouble and expense in handling 
its programs of personnel, physical, and document security, and it is 
believed that these matters can be more fully developed by investiga- 
tors in the field. 

The study of legal authorities for the security program—the statu- 
tory law, Executive orders, regulations, and directives as well as the 
established judicial prec edent—is progressing. The legal staff is pre- 
paring a definitive study of the nature and extent of judicial review 
of all major areas of the security program. 

Our research section is compiling a comprehensive bibliography of 
the entire subject of national security and is analyzing the mass of 
material available through governmental and private sources such 
as congressional hearings and reports, books, law review articles, case 
studies, and court records. It is imperative that these be methodi- 
cally studied, analyzed, and correlated. 

A thorough and comprehensive study of the security program is 
required by the mandate of Congress expressed in Public Law 304. 
The Commission believes anything less than such a study would not 
satisfy the Congress or the people. The ultimate recommendations 
of the Commission will be based upon this study. 


OBLIGATIONS TO DATE 


Mr. Manon. Will you insert at this point in the record a tabulation 
of the obligations by object and by month to date ? 

Mr. Wricut. Yes, sir. 

(The matter referred to follows :) 


CoMMISSION ON GOVERNMENT SECURITY 


Obligations for the period January through May 1956 


| | es ae Vl ern 
Object | January | February | March April May Total 


| 
| 
| 
oa ti 
| 


$13, 325. 59 |$14, 052. 74 |$23, 813.51 | $54, 558. 7 
| 1,210.44 1, 201. 16 1, 603. 03 9, 581. 5: 
| 229. 67 | 482. 57 337.41 | 1. 343. 2 
Rents and utility —__. EES, ----| 40.00 | Sas 40. 
Printing and reproduction 436. 04 310. 74 | 57.15 | (53) 803. 
Contractual services - - ‘ 745. , S81. 259. 52) | 873.17 (58. 41) 3, 181. 42 
5 Group insurance i care 7. 12. 65 26.17 26.00 | 72. 
Supplies and materials 205.94 | 694.83] 535.05 63. 00 498, 82 
Equipment 399.32 | 2,109.48 | 608.00 | 922. 72 | 52. 42 4, 091. ¢ 
15 FICA tax, employer : Z< 16. 76 | 109. 44 | 233. 40 | 299. 75 659. 3: 


Personal services--- ; _ $558. 80 | $2, 808. 14 
Travel : 3,410.69 | 2,156, 21 
Communications services - = = 293. 57 


Total. ae 5, 113.8 9, 914. 56 | 16, 281. 84 | | 18, 384. 13 | 26, 136.18 | 1 75, 830. 5% 


1 Agrees with total accrued ‘elaine and unliquidated obligations shown on the May 31, 1956, 
monthly report. 
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EMPLOYEES 


Mr. Marion. How many employees do you currently have on the 
roll? 

Mr. Wricut. Forty-three. 

Mr. Manon. How many additional employees will you probably 
require ¢ 

Mr. Wricnt. We expect to need, Mr. Chairman, an average of 80. 

Mr. Manon. What is the highest paid job in this Commission ? 

Mr. Wricur. Chief Counsel. 

Mr. Manon. What is his salary ? 

Mr. Wricurt. He gets $20,000. The next highest, sir, is $15,000. 

Mr. Manion. Who isthe Chief Counsel 

Mr. Wricur. Mr. Samuel Liberman. He was the city attorney of 
St. Louis. 


BIOGRAPHICAL SKETCH, MR. LIBERMAN, CHIEF COUNSEL 


Mr. Manon. Will you please insert into the record at this point 
a brief biographical sketch as to the background and experience of Mr. 
Liberman ¢ 

Mr. Wricur. Yes, sir. 

(The matter referred to follows :) 


BIOGRAPHICAL SKETCH OF SAMUEL HALPERN LIBERMAN, GENERAL COUNSEL, 
COMMISSION ON GOVERNMENT SECURITY 


sorn in St. Joseph, Mo., in 1895, and educated in the public schools of Missouri, 
Received bachelor of laws degree from the University of Missouri in 1918, where 
he was a member of Phi Alpha Delta, board of editors of the Law Review and 
of the Order of the Coif. 

Veteran of World War I and a member of the American Legion. Practiced 
law in Kansas City, Mo., until 1921 when he moved to St. Louis. Among his 
professional associates was former United States Senator Champ Clark, prior 
to the latter’s appointment to the Court of Appeals of the District of Columbia. 

In 1953 he was appointed city counselor of the city of St. Louis by Hon. 
Raymond R. Tucker, mayor. 

Former president of the Bar Association of St. Louis (1936-37); former vice 
president of the Missouri Bar Association; served three terms in the house of 
delegates of the American Bar Association, as representative of the Bar Asso- 
ciation of St. Louis, as representative of the Missouri Bar Association and as 
assembly delegate. 

Appointed by the Supreme Court of Missouri as the first chairman of the circuit 
bar committee for the eighth judicial circuit, this committee being charged with 
disciplinary investigations. 

Served as chairman of Missouri Bar Association committee to draft judicial 
articles for submission to the 1945 constitutional convention. 

Active in the formulation and adoption of the Missouri nonpartisan court plan. 

In 1949-50 served as counsel to the board of freeholders elected to draft a new 
charter for the city of St. Louis. 

Political affiliation, Democrat; religious faith, Jewish, member, Temple Israel 
Congregation. 

In 1930 married Berenice A. Wise, of St. Louis, Mo.; two children, Pierce, first 
lieutenant, United States Air Force Reserve, now stationed at Wright-Patterson 
Air Force Base, and Samuel Halpern II, a senior at Amherst College. 

This distinguished attorney resigned as city counselor and suspended his pri- 
vate practice in St. Louis in order to serve as general counsel of the Commission 
at the unanimous request of the Commissioners of Government Security. 


Mr. Manon. What is the next top job? 
Mr. Wricutr. The Administrative Director. 
Mr. Manon. Who isthe Administrative Director ? 
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Mr. Wricur. Mr. D. Milton Ladd. He is Administrative Director. 
Perhaps I should back up and say that the top advisory position 
is held by Dean L. Dale Coffmann, of the University of California, 
at Los Angeles. He is on a consultant basis at this time. 

Mr. Manon. Howis he paid? 

Mr. Wricur. He is paid expenses and $50 a day when he serves. 
Then the top full-time job is Mr. Ladd, who gets $15,000. Mr. Stan- 
ley J. Tracy is next to Mr. Ladd, and he gets $15,000. 

Mr. Manon. Have you made a study of these people, as to their 
fitness for the jobs which they have? 

Mr. Wricur. Very definitely. 


QUALITY OF PERSONNEL 


Mr. Manon. Are you satisfied with the quality of your employees? 

Mr. Wricurt. I do not believe that you could improve upon it. They 
are loyal, they are interested; and I have found them, Mr. Chairman, 
vitally concerned with the trying problem that we have to resolve. 

Mr. Manon. This is no easy problem. 

Mr. Wricurt. It is no easy problem. Once we have all the data, it 
still is going to be a difficult problem to hit that fine balance where 
you protect the citizen against the coercive power of the Government 
and, at the same time, protect 167 million people. 

Mr. Manon. It is a very difficult problem. 

Mr. Wricut. Yes, sir. 


OFFICE EQUIPMENT 


Mr. Manon. Why should you necessarily have to have $15,000 for 
office furniture when, theoretically, at least, it would be available to 
you without charge ? 

Mr. Wricut. We have been exceedingly fortunate, Mr. Chairman; 
through our Executive Secretary, Mr. Price, we have been able to 
borrow and get most of our equipment from other sources such as 
excess Government property. We have to have something set up for 
that because the source of borrowing soon runs out. It is conceivable 
that that which we have borrowed may be reclaimed, and we have to 
have some money for that purpose. 

Mr. Manon. Where are you located? 

Mr. Wricur. We are in the GAO Building at 441 G Street. We 
are occupying part of the premises previously occupied by the Hoover 
Commission. We have not, contrary to certain newspaper reports, 
gone in for frills. It is mostly, and I think almost entirely, second- 
hand furniture. We have had to buy some things for our people who 
go in the field but we have been exceedingly fortunate. We have 
equipped this institution of 43 people at a cost that I would estimate 
of probably one-tenth of what it would have cost had Mr. Price not 
known where to go to borrow from other departments of government. 

Mr. Manon. Mr. Walter, do you know of anything further in 
connection with this problem that we might proceed to develop at 
this hearing? 

Mr. Watrer. I do not think so. When the legislation creating the 
Commission was considered, all of the reasons were very carefully 
weighed by the Congress, and the legislation was introduced only 





824 


after a great deal of pressure was brought to bear by people on both 
sides of the question. I do not know of anything further to say except 
to add to what Mr. Wright says about this personnel. It is essential. 

Mr. Frenron. Mr. Wright, I am sorry I missed the greater part 
of your statement, but I was downtown at the Small Business Ad- 
ministration with constituents attempting to help our industry. 

What is the life of your Commission ? 

Mr. Wricurt. Under the act the life, Mr. Congressman, is December 
31,and then we have 3 months thereafter to close up. 

Mr. Fenton. Of this year? 

Mr. Wricur. Yes, sir; there was some delay occasioned initially in 
appointing the Commission. 

Mr. Fenron. How much money do you have remaining in this fiscal 
year; I believe you had $250,000 appropriated ¢ 

Mr. Wrieurt. Yes, sir; to June 30 of this year. 

Mr. Fenton. Has all of that been utilized ? 

Mr. Wricur. No; not all of it. 

Mr. Price. We would have to get the figures on the exact amount, 
Mr. Fenton. 

COMPLETION OF WORK OF COMMISSION 


Mr. Fenron. Well, I think you have a very important mission 

to perform; do you think you will be finshed this year / 
fr. Wricut. I hope so. I would like to get back to southern 
California. 

Mr. Fenton. Where are your headquarters located ? 

Mr. Wricut. We are located in the GAO Building at 441 G Street. 
We are occupying a part of the premises previously occupied by the 
Hoover Commission. 

Mr. Fenton. I think that is all, Mr. Chairman. 

Mr. Watrer. With respect to when the work will be completed, I 
think the additional time required will be the time that elapsed be- 
tween the enactment of the legislation and the appointment of the 
members of the Commission. 

Mr. Wrieur. I think that Congressman Walter is correct. I think 
we will not take so much time as I made a personal guess that we would 
need when I was here before, because the civil-service files were not 
made available to us then, and we are just now getting them. 

We are getting complete cooperation from the executive branch 
of the Government. ‘The process of securing information is neces- 
sarily slow. All of these departments are busy, and our requests for 
documents and other information somtime go back many years so that 
we may properly examine the case files, rules, the applicable law, and 
its administration. 


EMPLOYEES UNDER CIVIL SERVICE 


Mr. Fenron. Are your employees to be under civil service ? 

Mr. Wricut. No; we are not. 

Mr. Fenton. They are not? 

Mr. Wricur. No, sir. 

Mr. Fenton. Have you experienced much trouble getting the proper 
personnel under the limited time that you have had for their appoint- 
ment ! 





Mr. Wricutr. We have been exceedingly fortunate in having many 
people who wish to work on this undertaking. It is the type of thing 
that arouses people’s interest. 

For instance, Dean Roscoe Pound has agreed to be our consultant, 
and the good man hestitates to take any compensation. So, we had to 
go up to see him which in the long run is much cheaper. We did have 
several people in mind in top positions but, generally speaking, I think 
we have been very fortunate. We are taking great care to see that the 
people who we do put on board are completely checked by the FBI 
so that we ourselves will know with whom we are dealing. We are 
having some difficulty in filling vacancies in the lower grade positions. 

Mr. Fenton. Allright; thank you. 

Mr. Witson. Mr. Wright, your Commission has a very important 
assignment, and one that carries along with it a great responsibility. 

Mr. Wricut. Yes, sir. 

Mr. Witson. It has a great responsibility to the American people 
and to the executive, as well as the legislative branch of our Govern- 
ment. I especially want to refer to the legislative branch, because if 
you people can do your job and do it well, it will no longer be necessary 
for the legislative branch to spend hours and hours and days and days 
on this security program wasting their valuable time, and I say, gen- 
erally, it is wasted in some instances. I think some have used the 
security problem as a soundingboard to explore better positions for 
themselves. You will have done a good job if you can save that time 
which is spent on the problem by the legislative branch. I certainly 
hope that you do come up with a report and findings that can be 
adopted and relieve the legislative branch of a lot of work that it has 


been doing and which has been slowing down our other functions. 
Mr. Wricur. Thank you very much. I would like to say, Mr. Con- 
gressman, my own personal feeling is that in this kind of a job 
unless you complete it and unless you do all of it, you might as well 
do nothing, and consequently, it is our purpose and all of the 12 mem- 
bers of the Commission are dedicated to this purpose as an important 
oppartuaty to serve the American people. We have no preconceived 


ideas. We are not going to be rushed into any conclusions that are not 
based upon fact and data and information. My only feeling is that 
when the time comes we will need an additional 3 or 4 or 5 months, 
maybe the Congress will not appreciate that, but I would like to per- 
sonally go on record, as Congressman Walter did, in that regard. 

Mr. Wirson. I do not like to see a program as important as this is 
to the American people exploited by a few people for personal gains 
such as it has been in the past, and to a great extent right here on 
Capitol Hill. 

Mr. Wricut. May I gooff the record for a moment? 

Mr. Witson. Surely. 

(Discussion off the record.) 

Mr. Wuson. Thank you, sir. 

Mr. Manon. Thank you very much, gentlemen. 

Mr. Wrieut. Thank you, Mr. Chairman. 
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Furturer Improvement IN Executive Brancun BupGerina, 
ACCOUNTING AND MANAGEMENT 


Mr. Anprews. The committee meets today to consider the estimate 
of $405,000 contained in House Document No. 400, which document 
will be placed in the record at this point. 

(The matter referred to follows :) 


[H. Doc. No. 400, 84th Cong., 2d sess.] 


PROPOSED SUPPLEMENTAL APPROPRIATION FOR THE BUREAU OF THE BUDGET, 
EXECUTIVE OFFICE OF THE PRESIDENT 


Communication from the President of the United States transmitting a proposed 
supplemental appropriation for the fiscal year 1957, in the amount of $405,000, 
for the Bureau of the Budget, Executive Office of the President 


THre Wuite Houss, 
Washington, May 10, 1956. 
THe SPEAKER OF THE HOUSE OF REPRESENTATIVES. 

Sir: I have the honor to transmit herewith for the consideration of the Con- 
gress a proposed supplemental appropriation for the fiscal year 1957, in the 
amount of $405,000, for the Bureau of the Budget, Executive Office of the 
President. 

As explained in my message to the Congress of May 10, 1956, the proposed 
appropriation represents a necessary step in carrying out the recommendations 
for further improvement in executive branch budgeting, accounting, and man- 
agement generally which were made by the Commission on Organization of the 
Executive Branch of the Government, chaired by former President Herbert 
Hoover. Expansion of the staff resources of the Bureau of the Budget is needed 
in order that the Bureau may provide, on my behalf, more active central leader- 
ship in the advancement of administration in the executive agencies. 

Details of this proposed appropriation and the reasons for its submission 
at this time are set forth in the attached letter from the Director of the Bureau 
of the Budget. 

Respectfully yours, 
DwiGut D. EISENHOWER. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., May 7, 1956. 
The PRESIDENT, 
The White House. 
Sir: I have the honor to submit herewith for your consideration a proposed 


supplemental appropriation for the fiscal year 1957, in the amount of $405,000, 
for the Bureau of the Budget, Executive Office of the President, as follows: 
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“EXECUTIVE OFFICE OF THE PRESIDENT 
‘““BUREAU OF THE BUDGET 


“SALARIES AND EXPENSES 


“For an additional amount for ‘Salaries and expenses’, $405,000: Provided, 
That the limitation under this head in the General Government Matters Appro- 
priation Act, 1957, on the amount available for expenses of travel is increased 
from ‘$70,000’ to ‘$110,000’, the limitation thereunder on the amount available 
for services as authorized by the Act of August 2, 1946, is increased from 
‘$20,000’ to ‘$25,000’, and the maxzimum per diem for individuals serving 
pursuant to said Act is increased from ‘$50’ to ‘$75’.” 


This proposed supplemental appropriation for the Bureau of the Budget is 
necessary to carry out the decision of the President, based on recommendations 
of the Commission on Organization of the Executive Branch of the Government 
(Hoover Commission), to strengthen and make more effective the Bureau’s 
Management review and budgeting functions. Approval of the proposed ap- 
propriation by the Congress will permit the Bureau of the Budget to accelerate 
its efforts to bring about desirable improvements in executive branch budgeting, 
accounting, and management generally, as proposed in the Commission’s report 
on budget and accounting. Through these efforts, the Bureau will increase its 
activities in the field of management review, and also expand its participation 
with the General Accounting Office and the Treasury Department in the joint 
accounting program to improve further accounting practices in the ‘executive 
agencies in accordance with the objectives of that program. 

As provided by section 104 of the Budget and Accounting Procedures Act of 
1950, the President, through the Director of the Bureau of the Budget, is 
“authorized and directed to evaluate and develop improved plans for the or- 
ganization, coordination, and management of the executive branch of the Gov- 
ernment with a view to efficient and economical service.” Strengthening of the 
management review and budgeting functions of the Bureau of the Budget will 
make it possible to bring about more rapidly desirable improvements in the or- 
ganization and management in the executive branch and to obtain better and more 
economical performance of Government programs. ‘The proposed appropriation 
will permit employment of specially qualified personnel needed for this purpose. 
The increases in limitations are needed to permit effective utilization of the addi- 
tional appropriation. 

This proposed appropriation was not included in the budget because a deter- 
mination as to its necessity and nature was not made until after the executive 
branch had completed its analysis of the budget and accounting recommenda- 
tions of the Commission on Organization of the Executive Branch of the Govern- 
ment, which occurred after the budget had been prepared. 

I recommend that the foregoing proposed supplemental appropriation be trans- 
mitted to the Congress. 

Respectfully yours, 
PERCIVAL BRUNDAGE, 
Director of the Bureau of the Budget. 

Mr. Anprews. In order to place the estimate in its proper per- 
spective, it is necessary to understand that it stems from recommenda- 
tions of the Commission on Organization of the Executive Branch of 
the Government—the so-called Hoover Commission. 

In this connection, Mr. Brundage, Director of the Budget Bureau, 
has a general statement relating to the overall situation. My infor- 
mation is this isa highly controversial subject about which you appear 
at this time? 

Mr. Brunpace. Mr. Chairman, the subject of our supplemental I 
do not think is controversial. I think everyone with whom I have 
talked has been in sympathy with it. Certain of the recommendations 
of the Hoover Commission are highly controversial today. 

Mr. Anprews. Particularly the one with reference to contract au- 
thorization. 
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Mr. Brunpace. Yes, sir. We are not proposing to deal with that 
today. I will be glad to do it, if you like; but our thought was that 
we would present to you the reasons for our request for a supplemental 
and then, as I understand from the chairman and the staff, you would 
like a simple presentation as to what the cost-type budget would look 
like if it were put in the budget document. And that is independent 
of the question of whether the appropriations are changed to an ac- 
crued expenditure basis with contract authorizations for long lead- 
time items. This is entirely independent of that and aside from that 
question, which we did not think you wanted to discusss; but I would 
be glad to do so. 

Mr. Anprews. Do you need $405,000 regardless of what changes 
take place in the system of accounting? 

Mr. Brunpace. Yes, we think so. 

Mr. Anprews. Your regular bill has become law and what was the 
amount the Budget Bureau received under that bill? 


JUSTIFICATION FOR ESTIMATE 





Mr. Brunpace. May I perhaps go over it briefly with you? 

When my predecessor, Director Hughes, presented his request on 
the 1957 budget some months ago, he stated if additional work was to 
be performed by the Bureau, as a result of the Hoover Commission’s 
recommendations, additional staff would be required and a supple- 
mental request would be submitted. He added that a study was 
being made of this problem and the results would be forthcoming 
shortly. 

eg Assistant Director Rappaport to make a very careful 
and exhaustive self-survey of the operations of the Budget Bureau. 
We had each member of the staff answer a simple questionnaire to 
show just what he was doing. Was the particular activity necessary ? 
Could the procedure be improved? The results of the study are inte- 
grated in our request. 

Mr. ANprews. Suppose you insert the justification data at this 
point and give us your overall general statement at this time. 
(The matter referred to follows :) 


JUSTIFICATION FOR BUREAU OF THE BUDGET SUPPLEMENTAL APPROPRIATION REQUEST 
FoR FIscat YEAR 1957 


The Bureau of the Budget requests a supplemental appropriation in the amount 
of $405,000 for fiscal year 1957. The purpose has been indicated by the President 
in his transmittal letter to the Speaker of the House of Representatives of May 
10, 1956, as follows: 
““* * * the proposed appopriation represents a necessary step in carrying out the 
recommendations for further improvement in executive branch budgeting, ac- 
counting, and management generally which were made by the Commission on 
Organization of the Executive Branch of the Government chaired by former 
President Herbert Hoover. Expansion of the staff resources of the Bureau of 
the Budget is needed in order that the Bureau may provide, on my behalf, more 
active central leadership in the advancement of administration in the executive 
agencies.” 

The President simultaneously explained that this step was part of the broader 
program for the improvement of management in the exectutive branch outlined 
in his special message to the Congress of May 10, 1956. 
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The Hoover Commission included in its recommendations that the Bureau of 
the Budget be staffed and strengthened along the following lines: 

(1) To establish better accounting systems and practices in the Federal 
agencies, particularly as a means for improving budget administration and 
management control. 

(2) To give full effect to the Bureau’s functions of coordinating the pro- 
grams and activities of the executive agencies and advising the President 
upon the management of the executive branch. 

(3) To take other measures to achieve greater economy and efficiency 
throughout the Government, including measures to reduce unnecessary re- 
porting burdens upon the public. 

In his testimony before the House Appropriations Subcommittee on general 
Government matters on the 1957 budget request of the Bureau of the Budget, 
Mr. Hughes stated that if additional work is to be performed by the Bureau as 
a result of Hoover Commission recommendations, additional staff would be re- 
quired. He further stated that a study was being made of this problem and the 
results would be forthcoming shortly. 

The examinations referred to by Mr. Hughes has been completed and has led to 
these conclusions: 

(1) The Bureau of the Budget must substantially strengthen its activities 
in the field of accounting. 

(2) The Bureau of the Budget must increase significantly its work in 
the field of management review. 

The study further makes clear that the necessary changes cannot be accom- 
plished on the basis of the staff resources now available to the Bureau, which 
have been reduced by 117 positions since 1951. The following table shows the 
appropriations and the decreases in staffing of the Bureau of the Budget during 
the past several years: 





Fiscal year | Appropriation | Positions 





| 
$3, 412, 000 | 534 
3, 608, 000 515 
3, 461, 200 4585 
3, 412, 000 446 
3, 388, 617 435 
3, 559, 000 423 
3, 550, 000 | 417 


The proposed strengthening of the activities of the Bureau of the Budget in the 
fields of budgeting, accounting, and management review has been specifically 
approved by the President. In his letter to the Director of the Bureau of the 
Budget of April 26, 1956, the President has stated in part: 

“TI consider it desirable and necessary that the executive departments and agen- 
cies intensify their efforts, along the lines indicated in your analysis, to establish 
budget and accounting systems that will provide better financial information and 
enable both the improvement of our budget presentations and the strengthening 
of our budget controls. In addition, I approve of your plans to have the Bureau 
of the Budget give greater emphasis in its work to the evaluation and advance- 
ment of administration in the executive agencies, as a means of more rapidly 
bringing about improvement in organization and management, including more 
effective budgeting and accounting practices, throughout the executive branch.” 

To accomplish these purposes, the Bureau of the Budget plans to engage 15 
additional accountants and 15 additional management specialists. This should 
enable the Bureau to render more effective service to the agencies in the improve- 
ment of their accounting, budgeting, and management work. Of these requested 
additional positions, 12 accountants would be added to the Bureau’s newly created 
Office of Accounting, and 9 management specialists to the Bureau’s Office of 
Management and Organization. ‘The balance of the accounting and management 
specialists would be used to strengthen the Bureau’s operating divisions where 
such skills would be most helpful in the analysis and improvement of agency 
programs and in the discharge of the Bureau’s budgetary responsibilities. 

Strengthening its accounting staff will permit the Bureau to assist the agencies 
in establishing sound and comprehensive accounting systems, with emphasis on 
support of budgetary activities. This action should produce information in each 
agency which will enable the agency head to exercise adequate control over 

78170—56—pt. 2 16 
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operating programs. It will at the same time identify areas of unnecessary 
expenses and unwarranted costs. The result should be specific savings in money 
and manpower. In this respect the Department of Defense appears to be an 
especially fruitful area for a more concentrated examination of accounting 
systems and methods. 

Management improvement must be undertaken, especially by reviews or sur- 
veys. These reviews or surveys will furnish the basis for examination of the 
condition of management in the executive agencies and assist in effecting better 
management. They will serve to locate areas of inefficiency and overstaffing. The 
savings, as indicated by the Hoover Commission, should be many times greater 
than the cost. 

The supplemental appropriation needed for these purposes is estimated at 
$405,000. This amount will provide not only the above additional professional 
staff, but also supporting services, such as secretarial and clerical positions, as 
well as travel, communication services, supplies, equipment, and the like. Because 
of the nature of the work relationships between most of the professional em- 
ployees and the responsible agency officials, a majority of the professional 
employees needed for this work will have to be both very experienced and highly 
competent ; their positions will have to be of corresponding grades. 

The proposed activities require for their success a good deal of work in the 
field. About 10 percent of the supplemental appropriation is therefore intended 
to he used for the cost of such field examinations. It is requested that the limi- 
tation on use of money for travel in the Bureau’s regular appropriation ($70,000) 
be raised to permit the use of an additional amount of $40,000 for such purpose, 
bringing the permitted maximum to a total of $110,000. In addition, it is re- 
quested (1) to authorize the use of an additional sum of $5,000 for the employ- 
ment of consultants or experts under the act of August 2, 1946, bringing the total 
available to the Bureau for this purpose under the General Government Matters 
Appropriation Act for 1957 to $25,000; and (2) to raise the maximum per diem 
rate for compensating consultants or experts from $50 to $75. The higher maxi- 
mum per diem rate is required to offer adequate compensation when exceptional 
expertness and experience not otherwise available to the Bureau need to be 
utilized on particular Bureau projects. 

Mr. Brunpacr. Yes. The study demonstrated that the Bureau of 
the Budget, in our opinion, should substantially strengthen its activi- 
ties in the field of budgeting and accounting and increase significantly 
its work in the field of management review. Those are two areas of 
responsibility assigned to the Bureau by law. 

The study further makes clear that this cannot be accomplished 
on the basis of the staff resources now available to the Bureau, which 
have been reduced by 117 positions since 1951. For this reason, the 
Bureau of the Budget is requesting a supplemental appropriation in 
the amount of $405,000 for fiscal year 1957. 

In his transmittal letter to the Speaker of the House of Repre- 
sentatives of May 10, 1956, the President has called the proposed ap- 
propriation “a necessary step” in carrying out the Hoover Commis- 
sion recommendations for further improvement in the executive 
branch budgeting, accounting, and management generally so that the 
Bureau “may provide on my behalf more active central leadership in 
the advancement of administration in the executive agencies.” 

The proposed strengthening of the activities of the Bureau of the 
Budget in the fields of budget, accounting and management review 
has been, therefore, specifically approved by the President. 

The Bureau of the Budget, however, is planning a very modest 
program to engage 15 additional accountants and 15 additional man- 
agement specialists. Strengthening its accounting staff will permit 
the Bureau to assist the agencies in establishing sound and compre- 
hensive systems, with emphasis on support of budgetary activities. 
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Management improvement must also be undertaken especially by 
reviews of services which will serve to locate areas of inefficiency and 
overstaffing. 

The amount requested will provide the additional professional staff 
as well as supporting services such as secretarial and clerical posi- 
tions and travel expenses. The Bureau also requests certain appro- 
priate modifications in existing limitations. 


OvERALL STATEMENT ON BupGer AND ACCOUNTING SYSTEMS 


The statement which I had prepared for presentation on May 29 
when this hearing was first scheduled is already in your hands and 
this deals primarily with our views on the budget and accounting 
report issued by the Hoover Commission and not specifically to our 
supplemental request which I had intended to present orally. I would 
be glad to summarize parts of this or, if you would like, to read it. 

Mr. Anprews. Suppose you read th: at statement to the committee. 

Mr. Brunpace. Mr. Chairman and members of the committee, it is 
a pleasure to appear before this committee today to discuss several 
items that are of considerable importance and mutual interest. As a 
result of the financial responsibilities that are vested in the legislative 
and executive branches of our Government, the Appropriations Com- 
mittees and the Bureau of the Budget are both concerned with the 
review and evaluation of agency requests for funds and, in back of 
these requests, with the adequacy of the systems of accounting and 
financial management employed by the agencies in the control of their 
operations. 

I consider it extremely important, therefore, that we have a basic 
mutual understanding of the budget and accounting systems through- 
out the Government, and that we work on a cooperative basis in im- 
proving them. Asa definite step in this direction, I am happy to have 
this opportunity to place before you our views on the Budget and 
Accounting Report issued by the Hoover Commission in June 1955. 


BUDGET AND ACCOUNTING REPORT OF THE HOOVER COMMISSION 


The Budget and Accounting Report of the Hoover Commission 
makes an important contribution toward the development of better 
financial management and control in Government. The recommenda- 
tions contained in this report have been analyzed and studied through- 
out the executive branch and have met with general agreement on 
the principles and objectives involved. During this review we have 
made a reexaminaion of our fiscal policies and practices. The execu- 
tive branch position resulting from this analysis was published in an 
exchange of correspondence with the President which was released on 
April 29, 1956. 

In his letter, the President expressed the desire that the executive 
agencies intensify their efforts to establish budget and accounting 
systems that will provide better financial information and improved 
budget presentations, and strengthen our budget controls. In addi- 
tion, he approved a proposal for strengthening the Bureau of the 
Budget for the purpose of improving agency administration. In a 
message to the Congress on May 10, 1956, the President called atten- 
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tion to these plans of the executive branch, and noted that cooperative 
action would be needed on the part of the legislative and executive 
branches to bring about more rapidly the fulfillment of desired 
objectives. 

Action is already being taken on many of the Hoover Commission 
recommendations. It should be recognized, however, that on some of 
them effective results cannot be expected in the immediate future. 


BUREAU OF THE BUDGET FUNCTIONS 


The first recommendation in the budget and accounting report was 
a proposal to build up the management and budgetary functions of 
the Bureau. This recommendation is of major importance because 
it bears directly on the ability of the Bureau to carry out many of 
the recommendations made in the budget and accounting and other 
reports of the Commission. We agree with the Commission that 
the Bureau’s operations have been unduly restricted and additional 
funds that are needed will be returned many fold in terms of improved 
management in the agencies. We have just completed an extensive 
self survey of the Bureau’s own operations, organization and staffing, 
and we are putting a number of improvements into effect. 

One part of this Commission recommendation proposed that the 
Bureau physically locate a portion of its staff in the agencies. In 
our experience in the budget process. we have found that a cooperative 
relationship and mutual understanding with the agencies is vital for 
effective budgetary review. We agree that our budget examiners 
could advantageously spend more time on the site of agency opera- 
tions and we propose to take positive steps to bring Bureau staff into 
closer contact with agency operations. For instance, we have quite 
a few of our staff over in the Pentagon continuousiy just going from 
one phase of the work to another, and we intend to extend that to 
some of the other departments and agencies. 

The Commission suggested that the Bureau develop central per- 
formance reports for submission to the President. This is a desirable 
objective, but there are several alternative approaches which we are 
exploring. 

Budget practices: The next seven recommendations of the Com- 
mission are concerned with principles and practices in the field of 
budgeting. These include proposals for further improvement of the 
budget presentation, better alinement of related classifications, use 
of cost type budgets and techniques, and bringing about more effec- 
tive control of continuing programs. This cost-type budget is what 
I propose to give you some examples of after I finish this summary. 

Improved presentation and classifications. The Commission recog- 
nized that considerable gains had been made in the development of 
a budget presentation that reflected the programs being conducted 
by the agencies, but urged further simplification and the use of im- 
proved budget classifications to insure more adequate understanding 
of agency budget proposals. In addition, it suggested further action 
to develop consistency between budget, accounting, and organization 
classifications. We are in complete agreement with these proposals 
and intend to intensify our efforts. 





COST-BASED BUDGETS 


This is one of the major proposals made by the Commission. The 
purpose was to provide more significant information in the budget 
review process, thus strengthening budget controls in the ex xecutive 
branch and in the Congress. It is suggested that agencies use cost- 
based budgets internally for the conduct of their operations, and that 
agency budgets be presented to the Bureau and the Congress on a 
cost basis. 

In making these proposals, the Commission emphasized that budget- 
ary requirements cannot be effectively determined without considering 
the actual goods and services consumed each year and the size of the 

carryovers ‘of such resources available to the agency in the form of 
inventories or other working capital. <A cost ‘budget contains this 
information in relation to obligation requirements. In view of this 
recommendation, we propose to use cost presentations in the budget 
document whenever the necessary information is available in the 
agency’s accounts and such a presentation is acceptable to your com- 
mittee. 

ACCRUED EXPENDITURE APPROPRIATING 


The Commission also recommended that congressional appropria- 
tions be made on the basis of goods and services to be received during 
the year rather than on obligations to be incurred. Such accrued ex- 
penditure appropriations would also require supplementary congres- 
sional authorizations for long leadtime programs in some agencies. 
This represents a significant ‘change in the appropriation process— 
that we believe would be of benefit to the Government. It is not an 
integral part of the other recommendations with which we are plan- 
ning to proceed immediately. There is considerable difference of 
opinion on this proposal, and we are therefore proposing it only as an 
objective, to be implemented on an evolutionary basis over a consid- 
erable period of time. In testimony before the Senate Government 
Operations Committee, Senator Kennedy asked me how long, and I 
said I thought between 5 and 10 years. There are not any immediate 
steps being considered. 

Control of continuing programs: The Commission highlighted a 
need for more effective control of continuing programs that are not 
subject to the usual budgetary controls. It suggested that such pro- 
grams be enacted for limited terms to enable periodic congressional 
and executive branch review. We recognize this problem and will 
continue our regular review of such programs, suggesting amendments 
whenever they conflict with current budget policies. I think that is 
quite desirable to have an annual review of these programs. 

Financial organization: The Commission recommended some spe- 
cific changes in financial organization of the Bureau of the Budget and 
the agencies. In the Bureau, it proposed the establishment of a staff 
Office of Accounting under an Assistant Director, in order to develop 
executive branch leadership in accounting improvements. In the 
agencies, it suggested use of the comptroller organization, to insure 
adequate attention to accounting needs in relation to the budgetary 
functions. 

We are in full agr eement w ith these proposals for the guidance of 
agency heads in reorganizing their financial management facilities. 
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The recommendation to strengthen the Bureau of the Budget is also 
accepted as an important factor in improving budget and accounting 
coordination. We have already established an Office of Accounting 
and we propose to strengthen it. And Assistant Director Rappaport 
has been put in charge of it. 

We agree with the need for organizational facilities at an appro- 
priate level in each agency that will adequately coordinate the budget 
and accounting functions, but do not feel that agency comptrollers 
need to be required either by statute or executive regulation. I think 
the larger agencies will probably want to have them, but it is not 
necessary, I think, in all cases. 


ACCOUNTING AND AUDITING PRACTICES 


The Commission’s budget proposals are dependent upon and co- 
ordinated with recommendations for improved accounting systems. 
Major proposals in this field include acceleration of the use of mone- 
tary property accounts as part of the development of accrual account- 
ing systems in the agencies. As you probably know, we had an inven- 
tory of all of the Government’s property accounts completed only 
last year, so htat we have a basis now for carrying this forward. These 
are supported by proposals for simplification of agency funding and 
accounting practices, establishing criteria for relief of accountable offi- 
cers, and review of internal auditing. 

Accrual accounting: The proposals for development of accrual 
accounting provide for adequate property accounts, and accurate in- 
formation on cost of work performed in relation to the additional 
financing needed for future work plans. The accrual method discloses 
the resources actually used over a given period of time, and identifies 
the resources that are carried over from one period to the next for use 
in future operations. 

This has been a major objective of the joint accounting program of 
the General Accounting Office, the Treasury Department, and the 
Bureau of the Budget and is vital to development of the cost budgets 
I previously discussed. Accordingly, we strongly concur in this pro- 
posal and intend to accelerate our efforts in the development of such 
systems. 

Funding practices: The Commission proposed further simplifica- 
tion of allotment structures so as to avoid using multiple “pockets of 
funds,” and suggested that revolving funds for financing operations be 
evaluated to insure that they serve an identifiable management need. 

We agree with both of these proposals. As part of the budget pro- 
cess, we have been giving critical review to all proposals for revolving 
funds to insure that they will contribute to efficient management 
practices. As to the simplification of allotment structure, we feel that 
considerable progress has been made and we intend to continue our 
efforts toward this objective. 

Simplification of accounts and handling of claims: The Commis- 
sion recommended that the agencies maintain one account for each 
appropriation title and that agencies be authorized to pay valid claims 
rather than to refer them to the General Accounting Office. Legisla- 
tion to carry out these objectives has been introduced and is now being 
considered by the Congress. 
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We have testified on that both before the House and Senate, I think. 

Liability of accountable officers: To reduce the number of requests 
for decisions by the General Accounting Office on the validity of pay- 
ments, the Commission recommended that the Comptroller General be 
authorized to relieve accountable officers from liability except in cases 
of fraud or negligence. Legislation was passed on this subject shortly 
after release of the Commission’s report. This legislation is expected 
to attain the objectives sought by the Commission. 

Internal audit: We intend to give full consideration under the joint 
accounting program to the Commission’s suggestion for a joint study 
of the internal audit practices in Government. The joint program has 
promoted and assisted in the establishment of internal control in the 
agencies and existing internal audit systems are reviewed in the course 
of the General Accounting Office’s comprehensive audit program. The 
proposed study will provide an evaluation of the results of this effort. 
I might say that throughout this study we work very closely with the 
General Accounting Office and they are in full agreement with our pro- 
posal and we are in full agreement with their program. 


CENTRAL ACCOUNTING AND REPORTING PRACTICES 


Three of the Commission’s budget and accounting recommendations 
were directed toward improvement of the summary accounts and 
reports for the Government as a whole. These proposals suggested the 
elimination of duplicate accounts in the Treasury Department, further 
modernization of Treasury’s central reports, and development in the 
Bureau of the Budget of comprehensive reports of the financial results 


of Government activities. 

The improvement of central accounting and reporting in the Treas- 
ury constitutes a major objective of the joint accounting program. 
Action has already been taken to eliminate the duplicate accounts 
identified by the Commission as existing within the Treasury Depart- 
ment. That was done last year. In addition, a joint program working 
group has established an improved central accounting system in the 
Treasury that will eliminate the duplications between the Treasury 
and the agencies as soon as agency accounts can provide the necessary 
data. This same effort has resulted in recent improvements in the 
overall reports issued by the Treasury. Further developmental work 
is underway in accordance with the Commission’s proposal. 

The development of comprehensive reports in the Bureau of the 
Budget raises a number of questions on the type of reports to be pre- 
pared and the desirability of changing existing responsibilities of the 
Treasury and the Bureau in this field. We plan to review the proposal 
in relation to our joint efforts toward development of an integrated 
financial reporting system for the Government as a whole, with the 
intention to provide the kinds of financial reports sought by the Com- 
mission—either jointly with the Treasury or in some other way. 


RELATED LEGISLATION 


The number of legislative proposals introduced in both the House 
and the Senate to implement the Hoover Commission recommenda- 
tions is indicative of the congressional interest in the principles and 
objectives set forth by the Commission. In addition to the two bills 
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I previously mentioned, legislation has been introduced to enact all of 
the major budget and accounting proposals. We have submitted re- 
ports on these bills to the Congress, supporting many of the proposals 
in accordance with our established views. 

In this connection, it should be recognized that the great majority 
of the Hoover Commission budget and accounting proposals can be put 
into effect without the benefit of legislation. In a few cases legisla- 
tion is necessary; in others it would be helpful to establish the intent 
of Congress; while in still others legislation would be undesirable from 
the standpoint of management flexibility. 


COST-TYPE BUDGETS 


The extension of the use of cost-type budgets by the agencies is a 
case in point. This is a major recommendation of the Hoover Com- 
mission and one in which we have expressed full agreement. Legis- 
lation would be helpful in establishing the intent of Congress, but it 
is not necessary. As you know, we used initially a cost-type presenta- 
tion for the Atomic Energy Commission as early as the 1951 budget. 
This was recognized in your committee report on the general appro- 
priation bill, which stated that “This method of presentation gives the 
committee a more realistic picture of estimated costs.” As illustrated 
by this AEC experience, the cost-type budget represents an improve- 
ment in budget presentation that can be made without any basic change 
in our present method of appropriating funds. 

We now have four appropriations for which we use cost-type budg- 
ets in the budget document. Based on the premise that budget pres- 
entations should reflect the accounting system used for management 
and control of the individual agency’s operations, we require submis- 
sion of a cost-type budget presentation to supplement the regular 
obligation presentation whenever the agency is in position to do so. 
As a result of this requirement, we received cost-tvype statements for 
37 additional appropriations in the 1957 budget justification materials. 
These were used in our analysis and evaluation of the budget requests. 
Some of the statements received indicated a need for additional de- 
velopment and we are currently working with the agencies on the 
necessary improvements. For the 1958 budget submission we expect 
that the number of cost-type budgets we receive will be more than 
doubled. This will largely depend, however, on the progress the oper- 
ating agencies make in improving their accounting systems to produce 
information on goods and services received and consumed as well as 
data on obligations incurred. 

At this point, it might be well to define a cost-tvpe budget. 

A cost-type budget is one which shows costs of goods and services 
consumed each year, related to obligation requirements. Such a 
budget shows inventories on hand, undelivered orders, and other re- 
sources available as a result of previous appropriations. It reveals the 
use of these resources in carrying out the planned program. 

We have prepared a series of charts illustrating how cost-type 
budgets work. As these charts are presented, you will note the more 
complete disclosure of costs and available resources, and the continua- 
tion of appropriation control of obligations. We believe that where 
it is possible and advantageous the presentation of agency budgets on 
a cost-type basis should be extended. We propose to make this change 
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in the 1958 budget for a number of selected agencies where it is deter- 
mined that the accounting systems will support the change and where 
the change will provide significant data not now shown. 

Mr. Anprews. Thank you for your statement, Mr. Director. 

The matter you have submitted in connection with your statement, 
the White House press release, the correspondence between the Presi- 
dent and Mr. Brundage and the Bureau's analysis of the Commission 
recommendations will be inserted at this point. 

(The matter referred to follows:) 


[For release Sunday, April 29, 1956—James C. Hagerty, Press Secretary to the President] 
THE WHITE HOUSE 


The White House released today an exchange of correspondence between the 
President and Percival F. Brundage, Director of the Bureau of the Budget, with 
respect to the Hoover Commission recommendations on budget and accounting. 
Steps have already been taken to put part of these recommendations into effect. 

The first recommendation of the Commission report on budget and accounting 
called for an expansion of the Bureau of the Budget in order to make more 
effective the discharge of its managerial and budgeting functions. 

Recommendation No. 10 proposed that there be established under the Director 
of the Bureau of the Budget a new Staff Office of Accounting headed by an 
Assistant Director for Accounting with power and duties as follows: 

“(a) To develop and promulgate an overall plan for accounting and reporting, 
consistent with broad policies and standards prescribed by the Comptroller 
General. These broad policies and standards should continue to be developed 
in cooperation with the executive branch. 

“(b) To expedite, guide, and assist in the introduction of modern accounting 
methods in the executive agencies consistent with the overall plan. 

“(c) To set reasonable but definite time schedules for performance and to 
watch progress. 

“(d) To stimulate the building of competent accounting and auditing organi- 
zations in the executive agencies to assist actively in the selection, training, 
and retention of capable personnel. 

“(e) To report at least annually to the Budget Director with respect to the 
status of accounting in each of the executive agencies.” 

These recommendations have been accepted 100 percent. Assistant Director 
Percy Rappaport has been placed in charge of a new Staff Office of Accounting 
and, in collaboration with representatives of the General Accounting Office and 
the Treasury Department, will strengthen the joint accounting program in order 
to bring about more rapidly desirable improvements in budget and accounting 
and management generally. Many of the other proposals of the budget and 
accounting report are also being adopted at once and others are being discussed 
with the Congress and the other departments of the executive branch. 

The letters and accompanying memorandum are attached hereto. 

The President's letter to Mr. Brundage is as follows: 

DEAR Mr. BruNDAGE: I have reviewed your analysis of the Hoover Commis- 
sion’s Report on Budget and Accounting, transmitted with your letter of April 
23, 1956. Your plans for carrying out the Commission’s recommendations rep- 
resent a constructive approach toward realizing the Commission’s objective of 
strengthening the budget and accounting processes of the Federal Government. 

The Hoover Commission's Report on Federal Budgeting and Accounting is 
a document of great public significance. I join the citizens of the Nation in 
thanking the Commission for this as well as for the other important studies 
which it has made. Moreover, because the formulation and administration of 
the Federal Budget are vital responsibilities of the Chief Executive, I am espe- 
cially and personally appreciative of the contribution which Mr. Hoover and 
his distinguished associates have made in proposing improvements in budget and 
accounting systems which will enable more effective management and control 
of the programs administered by the executive branch. 

I consider it desirable and necessary that the executive departments and 
agencies intensify their efforts, along the lines indicated in your analysis, to 
establish budget and accounting systems that will provide better financial in- 
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fermation and enable both the improvement of our budget presentations and 
the strengthening of our budget controls. In addition, I approve of your plans 
to have the Bureau of the Budget give greater emphasis in its work to the 
evaluation and advancement of administration in the executive agencies, as a 
means of more rapidly bringing about improvement in organization and man- 
agement, including more effective budgeting and accounting practices, through- 
cut the executive branch. 

I commend to the Congress its consideration of those Hoover Commission 
budget and accounting proposals which are particularly pertinent to the role 
and functions of the Congress, with the assurance that the executive branch 
will cooperate fully in actions to strengthen the appropriation and financial 
control processes of the legislative branch. 

Sincerely, 
Dwicut D. E1IseENHOWER. 

Mr. Brundage’s letter to the President is as follows: 

Drak Mr. Presipent: The Bureau of the Budget has substantially completed 
its analysis of the recommendations in the Budget and Accounting Report of 
the Commission on Organization of the Executive Branch of the Government, 
submitted to the Congress on June 20, 1955. In making that analysis we have 
had helpful comments from the departments and agencies of the executive branch, 
your Advisory Committee on Government Organization, and your personal as- 
sistant for the Hoover Commission studies, Mr. Meyer Kestnbaum. Transmitted 
with this letter is a report setting forth the status of our review and outlining 
the actions that are being taken to carry out many of the Commission’s recom- 
mendations. 

The Commission’s budget and accounting report highlights significant prob- 
lems of financial administration in the Government and sets important and 
desirable objectives. The Commission is to be commended for its excellent job. 

Many of the recommendations endorse constructive efforts which were started 
following the reports of the first Hoover Commission. The report also supports 
to a marked degree the current efforts of the Joint Accounting Program con- 
ducted by the General Accounting Office, the Treasury Department, and the 
Bureau of the Budget with the participation of the executive departments and 
agencies. While approving the objectives of our work, the Commission sug- 
gested additional emphasis and greater concentration of effort in order to bring 
about more rapidly desirable improvements in budgeting, accounting, and man- 
agement generally. 

In considering the adoption of the Commission’s proposals, it must be recog- 
nized that they involve the functions and interests of the Congress to a consid- 
erable degree because of the Constitutional role of the Congress in the creation 
and financing of Government programs. Action in the executive branch to 
carry out some of the Commission’s proposals will require the closest coordi- 
nation with the legislative branch to insure full satisfaction of all of the interests 
involved. 

With the support which the Commission has given, greater progress can be 
made toward the attainment of many generally accepted objectives. On the 
report as a whole, we can assure you that the Bureau’s work on implementation 
will proceed as rapidly as its resources permit. 

Sincerely yours, 
(Signed) PrrcitvaL F. BRUNDAGE, 
Director. 


EXECUTIVE OFFICE OF THE PRESIDENT 


BUREAU OF THE BUDGET 


Analysis of the Budget and Accounting Report of the Commission on Organi- 
zation of the Executive Branch of the Government. 


GENERAL 


The Budget and Accounting Report of the Commission on Organization of the 
Executive Branch of the Government offers constructive proposals for improv- 
ing the financial processes of the Government. Consideration of the reeommen- 
dations in that report by the executive branch has provided an opportunity for 
the reexamination of many present practices and objectives. It also has led to 
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the development of actions for accelerating efforts to provide budget and account- 
ing systems that will make a more effective contribution to the management of 
the Federal Government. 

The budget and accounting report includes 25 recommendations pertaining to 
budgeting, accounting and auditing practices, financial and performance reports, 
financial organization, and related matters. Those recommendations, in general, 
urge additional emphasis and greater concentration of effort on actions to provide 
accounting systems throughout the Government that will produce better financial 
information and on the improvements in budget presentations and controls which 
better accounting information and systems will make possible. The report also 
proposes expansion of the Bureau of the Budget in order to enable the more 
effective discharge of the Bureau’s managerial and budgeting functions, with 
recognition that the strengthening of the Bureau of the Budget has a direct 
bearing on executive branch leadership toward fulfillment of the Commission’s 
recommendations. 

In setting forth the current status of this analysis by the Bureau of the Budget 
of the several categories of recommendations included in the Commission’s re- 
port and outlining the actions that are being taken to carry out many of them, 
this statement makes clear that most of the recommendations or their objectives 
have the endorsement of the executive branch. Full implementation of many of 
the basic recommendations will not be accomplished overnight because, as the 
Commission recognized, the changes needed in agency accounting systems are es- 
sentially of a long-range nature. Furthermore, action on a number of the 
recommendations is primarily dependent upon acceptance by the Congress. 


BUDGETING 


With respect to Federal budgetary practices, the Commission’s principal recom- 
mendations call for (a) continued use of performance budgeting, (0) formula- 
tion and administration of agency budgets on a cost basis, (¢c) appropriations 
based on accrued expenditures, and (d@) authorization for limited periods of con- 
tinuing Government programs not susceptible to the usual budget controls. 

Performance budget.—The first Hoover Commission recommended the adop- 
tion of a performance budget, defining it as a budget based upon functions, ac- 
tivities, and projects and contrasting it with former budgets which had focused 
attention mainly upon such things as personal services, supplies, and equipment. 
The second Hoover Commission and its task force both noted that considerable 
progress has been made toward achieving a performance budget and recom- 
mended further steps to establish such classifications as are necessary to pre- 
sent the budget on a performance basis. 

There has been continuous effort for several years to refine budget and account- 
ing classifications in the interest of synchronizing organizational structures, 
budgets, and accounting systems and to encourage the use of performance budg- 
ets and reports in agency operations. We are in full agreement with these 
suggestions of the Commission and propose to intensify our efforts to carry 
them out. 

Ayency budgets based on cost.—In recommending a cost basis for agency budg- 
ets, the Commission wanted these budgets to show the actual and estimated 
costs of goods and services consumed each year in carrying out budgeted pro- 
grams rather than be limited to the actual and estimated obligations that are 
now shown, which take into account but fail to disclose the use of carryovers 
of inventory and working capital resulting from obligations of prior years. 
Thus, agency budgets would more readily enable all concerned to relate budget 
figures for a given year to the cost of work or services performed during that 
year, 

Cost-type budgeting is now used by Government corporations. A few other 
agencies also present cost-type budgets to the Congress, in instances where the 
Appropriations Committee has indicated that such presentations are acceptable 
to them. Those include the Atomic Energy Commission and the Bureau of the 
Mint whose accounting systems now produce data on the costs of goods and 
services consumed. A number of other agencies are able to formulate cost-type 
budgets and have submitted their budgets on that basis for review by the Bureau 
of the Budget. 

We agree with the Commission that the installation of accounting systems 
which will produce cost information should be expedited; and, as pointed out 
later in this report, actions are being initiated to strengthen executive branch 
leadership for improvements of accounting, including steps to stimulate and assist 
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agencies in establishing such accounting systems. Agency accounting systems are 
not, of course, overhauled overnight but as soon as accounting systems are pro- 
ducing the necessary data on a fully reliable basis proposals for incorporating 
cost data in the budget document can and will be made to the Appropriations 
Committees. 

Appropriations based on accrued expenditures.—The Hoover Commission’s 
recommendation that accrued expenditures be used as a basis for appropriations 
ealls for significant changes in present executive branch and congressional 
practices. Appropriations are now made in terms of obligations, with amounts 
appropriated serving as a limit on goods and services to be ordered; whereas 
the Commission favored appropriation of amounts covering goods and services 
to be received each year, with supplementary congressional authorization and 
limitation for long lead-time programs as required. 

Those agencies able to formulate their budgets on a cost basis now have account- 
ing systems which furnish, at successive stages of their operations, data showing 
the costs of goods and services ordered. received, and consumed. Such agencies 
can operate on a basis of accrued expenditure appropriations, and other agencies 
will be able to do so as soon as accounting systems which can produce information 
for cost budgeting are installed. 

We believe that a change to appropriations on an accrued expenditure basis 
would be beneficial—in terms of improving management and strengthening budget 
controls of both the executive branch and the Congress. There is, however, con- 
siderable difference of opinion within the Congress and the executive branch both 
as to the advantages and disadvantages of accrued expenditure appropriations 
and as to the methods that would be needed for the financing and control of obli- 
gations in advance of appropriations, primarily for long-lead time programs. For 
this reason we urge that the Congress and the executive branch adopt this as 
an objective, recognizing that it will necessarily need to be implemented on an 
evolutionary basis over a considerable period of time. 

The Hoover Commission recognized the long-range character of its recom- 
mendation when it pointed out that “adoption of this proposal will require 
administrative changes in the Government's budgeting and accounting pro- 
cedures, particularly in the Department of Defense, and will require education 
of those concerned with the budgetary procedures and the working out of the 
precise mechanics.” These procedures and mechanics are among the goals of 
the Bureau of the Budget and of the Joint Accounting Program. The number 
of agencies with accounting systems which will furnish the necessary data is 
increasing each year as progress is made under the Joint Accounting Program, 
and acceleration of that program should speed the installation of such systems 
in other agencies. With a basic authorization to proceed with accrued expendi- 
ture appropriations, the executive branch and the Congress will be able to pro- 
ceed more rapidly toward the ultimate objective. 

Limited authorization for continuing programs.—The Hoover Commission 
suggested that legislation committing the Government to continuing programs 
not susceptible to the usual budgetary controls ordinarily be enacted for a lim- 
ited term in order to require periodic congressional reviews of their usefulness. 
The need for periodic review of such programs by the legislative and executive 
branches is recognized, and the Bureau will, as the Commission suggested, con- 
tinue to keep such programs under continuing review, proposing legislative 
amendments whenever necessary to assure their conformity with budget policies. 


ACCOUNTING AND AUDITING PRACTICES 


As already indicated, fulfillment of the Hoover Commission’s recommendations 
for strengthening Federal budgetary practices is largely dependent upon an 
intensification of efforts to install improved accounting systems throughout the 
Government. Significant among the Commission’s recommendations for im- 
proving accounting and auditing practices is a proposal for acceleration of 
efforts to install adequate monetary property accounting records and main- 
tenance of Government accounts on the accrual basis. The Commission also 
made proposals dealing with simplification of allotments, use of a single account 
in each agency for liquidation of obligations and other practices in the settle- 
ment of claims, relief of accountable officers in certain instances, and the need 
for examination of revolving fund and internal audit practices. 

Accrual accounting—The Commission’s recommendations that Government 
accounting systems be kept on the accrual basis and that adequate monetary 
property accounts be included as an integral part of such systems focused atten- 
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tion on the need for a method of accounting which can best assure the develop- 
ment of accurate information on the cost of work or services performed. The 
accrual method of accounting will disclose the value of resources actually 
applied to operations performed during a specified period (which is not true of 
obligation accounts that disclose only the value of goods ordered) and at the 
same time will provide needed information on the value of resources available 
for future operations. 

We are in agreement with the Commission's proposals. The installation of 
accrual accounting systems has been a major objective of the Joint Accounting 
Program, which has made considerable progress in advancing the installation 
and use of such systems. A sizable job still remains, but the development of 
accrual accounting throughout the Government will be given special and in- 
creased emphasis by the Bureau of the Budget and the Joint Accounting Pro- 
gram. Such systems are recognized as essential to the efforts that will be made 
to carry out the Hoover Commission’s proposal for developing budgets on a 
cost basis. ‘ 

Allotment structure—The goal recommended by the Commission of financing 
each operating unit from a single allotment for each appropriation involved in 
its operations is a desirable one. The simplification of agency allotment struc- 
ture through the establishment of allotments at highest practicable organiza- 
tional levels consistent with management responsibility has been a matter of 
continuing concern, and considerable progress has been made. Further attention 
in a number of agencies is still needed and will be provided. 

Payment of obligations and claims.—The Commission's proposal that agencies 
consolidate their appropriation accounts at the end of a fiscal year in order 
to reduce the number of accounts from which payments to close out unliquidated 
obligations are made and its recommendation that the agencies rather than 
the General Accounting Office settle claims against lapsed appropriations would 
bring about desirable simplifications. We look with favor upon the Commission’s 
objectives. After several years of work, legislation to accomplish these objec- 
tives has been developed by staff of the joint accounting program and is now 
being considered by the Congress. 

Liability of accountable officers.—The Commission’s recommendation that the 
Comptroller General be authorized to relieve accountable officers of financial 
liability except where losses result from their own negligence or from fraud 
was aimed at eliminating redtape resulting from overcautious practices designed 
to assure compliance with many prohibitory statutes. Legislation on this sub- 
ject, somewhat different from the exact proposal of the Commission, was enacted 
after the Commission's studies had been completed. This legislation, developed 
by the joint accounting program with our support, is expected, for practical 
purposes, to attain the results sought by the Commission and at the same time 
assure ample protection to both the Government and its accountable officers. 

Review of revolving funds and internal auditing—The review of agency 
revolving funds, proposed by the Commission as a means of assuring that they 
are created and continued only where they will contribute to efficient manage- 
ment, has been and will continue to be carried on as a part of the budget process. 
The Commission’s recommendation that a study be made to determine the 
adequacy of internal auditing in Government agencies will be considered for 
initiation by the joint accounting program. That program has actively pro- 
moted and assisted agencies in the development of internal audit systems, and 
the General Accounting Office regularly examines agency internal auditing 
practices as a part of its comprehensive audits. The proposed study may 
provide a helpful evaluation of the results being achieved by such systems. 


CENTRAL FINANCIAL AND PERFORMANCE REPORTING 


The Hoover Commission made several recommendations aimed at developing 
and providing more comprehensive reports on both the financial results and 
the performance of Government programs. Its recommendations included pro- 
posals for increased and continuing emphasis upon the improvement of Treas- 
ury’s central fiscal reports, for a special study to eliminate duplicate accounting 
within the Treasury Department and between that department and other 
agencies, and also for the development by the Bureau of the Budget of govern- 
mentwide reports on executive branch performance and on the financial results 
of Government operations. 

The improvement of central financial reporting is a major continuing activity 
of the joint accounting program, and work is currently under way on installa- 
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tion of a system designed to eliminate duplicate accounts within the Treasury 
Department. A working group of the joint accounting program has also 
developed a new central accounting system, installed last year by the Treasury 
Department, which will enable action to eliminate certain detailed accounts in 
the Treasury Department as soon as agency accounts demonstrate that they 
‘an supply data needed for essential central financial reports. Intensified 
efforts to improve agency accounting systems will result in the more rapid 
elimination of duplicate accounts in the Treasury Department, thus achieving 
the objective sought by this recommendation of the Commission. 

The proposal that the Bureau of the Budget develop central performance 
reports raises a number of questions on the needs to be served and the specific 
kinds of reports required to meet the purposes underlying the recommendation. 
Our prior experience with performance reports suggests several alternative 
approaches to the Commission’s apparent objectives, which may or may not 
require additions to the reports which are furnished to the President informally 
throughout the year and more formally when the annual budget is being formu- 
lated. Any additions to such reperts should be accomplished with a minimum 
of new demands on the agencies. 

We shall continue our review of these matters, including consultation with 
Treasury officials as appropriate, and will make specific proposals for considera- 
tion at a later date. The development of central reports on the financial results 
of Government operations would constitute a new function for the Bureau, and 
one that would parallel the central fiscal reporting functions of the Treasury 
Department. 


FINANCIAL ORGANIZATION 


The Hoover Commission's budget and accounting report proposed the estab- 
lishment of comptroller organizations in the principal agencies and recommended 
that the Bureau of the Budget establish an Office of Accounting that would in- 
clude among its duties the rendering of assistance to agency comptrollers. 

The proposal for agency comptrollers, if interpreted to mean the imposition 
of a fixed pattern of organization upon all agencies, would conflict with the guid- 
ing principles of organization which were laid down by the first Hoover Commis- 
sion and which have since won wide acceptance in both the executive branch 
and the Congress. In order that agency heads may be held accountable for agency 
operations, they must have authority to control the internal organization of their 
agencies. We believe that there should be effective coordination of agency budget 
and accounting functions but that the principle of agency head accountability 
should be maintained and the imposition of a fixed pattern of organization on all 
agencies should be avoided. We do not believe that the Commission intended 
that a comptrollership organization such as it described should be made manda- 
tory for all agencies, either by a statutory or Presidential mandate, but rather 
that the Commission was directing its recommendation to the responsible heads 
of the agencies for their consideration. 

The recommendations regarding the accounting organization and functions of 
the Bureau of the Budget were designed to strengthen the Bureau’s role in the 
improvement of Government accounting. Until recently the Bureau of the 
sudget had a small accounting group in the Office of Management and Organi- 
zation, the staff of which acted as the Bureau’s representatives in the joint 
accounting program. We agree that the executive branch should assume greater 
leadership in the accounting field and believe this would be an important factor 
in improving coordination of budgeting and accounting in the Government. We 
also concur that the Bureau’s capacity to assist agencies in improving their 
facilities for financial management should be further developed. As a first step 
toward these objectives, an Assistant Director of the Bureau of the Budget with 
many years of experience in public accounting practice has been given the job 
of developing and supervising an expanded accounting program for the Bureau 
and of providing leadership on behalf of the Bureau in increasing the impetus 
to accounting reforms throughout the Government. 


STRENGTHENING THE MANAGERIAL AND BUDGETING FUNCTIONS OF THE 
BUREAU OF THE BUDGET 


The first recommendation in the Hoover Commission’s budget and accounting 
report proposed that the managerial and budgeting functions of the Bureau of 
the Budget be strengthened and made more effective. In this connection, it sug- 
gested that, if necessary, increased resources should be provided for the Bureau 
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and that some of the Bureau's staff should be physically located throughout the 
year in the offices of the major agencies. 

The Commission’s proposal for expansion and strengthening of the Bureau of 
the Budget is one of major importance to other objectives of the Commission. It 
has a direct bearing on how fast and how well the executive branch carries out 
many of the recommendations cited above and, in addition, governs the ability of 
the Bureau to take appropriate action on recommendations contained in other 
reports of the Commission—notably those dealing with paperwork management 
and general services matters. The resources currently available in the Bureau 
do not permit a satisfactory level of accomplishment in its presently assigned 
functions, much less permitting the expansion called for by the Commission. 

The suggestion that Bureau personnel be located in the major agencies must 
be evaluated in terms of its impact upon Bureau-agency relationships. For 
best results, the Bureau has found that relationships with the agencies must 
be based on cooperation and mutual understanding of the basic factors under- 
tying the submission and presentation of agency budgets. Because most agencies 
believe that the placement of Bureau staff in the agencies would result in a 
diffusion of agency budget and management responsibilities, adoption of the 
proposal probably would not contribute to better or more effective relationships 
between the Bureau and the agencies. Limited attempts which the Bureau has 
made in the past toward the type of arangement proposed have met with little 
success. 

We believe that the objective sought by the Commission will be achieved if 
the Bureau’s staff is enlarged and if measures are invoked to increase sub- 
stantially the proportion of staff time spent in on-site reviews of agency opera- 
tions. There has been a steady reduction in the staff of the Bureau for the 
past 7 or 8 years in the face of a very great increase in work. As one of the 
results of those conflicting trends the Bureau’s staff members have been forced 
to do more and more of their work behind their desks, with many undesirable 
results. It is our firm intention to take all possible measures to bring Bureau 
staff into closer contact with agency operations and employees and thus to 
correct the undesirable situation that has developed. 

The steady reduction in the size of the Bureau’s staff has been felt in all 
of the Bureau’s activities, but its most adverse effects have been upon the 
management functions assigned to the Bureau by the Budget and Accounting 
Act of 1921, the Budget and Accounting Procedures Act of 1950, and several 
Executive orders. The Commission suggested that the Bureau’s job of reviewing 
and promoting improved management and organization throughout the execu- 
tive agencies should be strengthened. We are in agreement with that sugges- 
tion and fully recognize how important it is that the Bureau of the Budget 
provide, on behalf of the President, continuing attention to the evaluation, 
development, and promotion of improved organization, coordination, and man- 
agement in the executive branch. 

Additional staff resources for the Bureau will be needed to enable the Bureau 
to put additional emphasis on its management functions, including the im- 
provement of executive branch budgeting and accounting methods and proced- 
ures. Favorable action by the Congress on a proposal by the President for en- 
largement of the Bureau’s staff will enable the Bureau to provide greater help 
to the President by extending his leadership in improvement of Federal adminis- 
tration and in obtaining better and more economical performance of Government 
programs. 


THE WHItTre House 
To the Congress of the United States: 


The Commission on Organization of the Executive Branch of the Government, 
headed by former President Herbert Hoover, has set important and desirable ob- 
jectives for the improvement of Federal administration and for providing more 
effective methods in the financing and control of Government services. Coopera- 
tive action on the part of the legislative and executive branches is required in 
order to bring about more rapidly the fulfillment of those objectives. 

The Commission’s report on Federal budgeting and accounting practices is an 
important contribution toward the attainment of more effective and economical 
governmental services. It includes significant recommendations showing how 
the Federal Government can bring about improvements in budgeting, accounting, 
and management practices generally. Because these recommendations pertain 
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to vital responsibilities of the Chief Executive, I am especially and personnally 
appreciative of the contribution which Mr. Hoover and his distinguished asso- 
ciates have made. 

These recommendations of the Commission have been studied extensively by 
the executive branch with a view toward identifying all possible actions that can 
be taken to strengthen the administration of the executive agencies. I have 
already approved plans developed by the Director of the Bureau of the Budget 
to intensify efforts of the executive branch toward that objective. These plans 
include actions to accelerate the establishment and use of modern accounting 
methods and improved budget presentations and controls. I consider it desir- 
able and necessary that the executive departments and agencies actively and 
fully participate in carrying out these plans. 

The actions being taken by the executive branch to put many of the Commis- 
sion’s proposals into effect will require close coordination with the legislative 
branch and merit the support which the Congress should and can provide. I 
urge that the Congress seek the early enactment of appropriate legislative pro- 
visions to support the major objectives of the Commission’s recommendations. 

The initial recommendation of the Commission’s report on budget and account- 
ing calls for the strengthening of the management review and budgeting functions 
of the Bureau of the Budget. This is of signal importance to the attainment 
of the Commission’s objectives in this field. It has a direct bearing on how 
fast and how well the executive branch carries out the plans which I have ap- 
proved. Because the resources of the Bureau of the Budget must be increased 
if it is to provide, on my behalf, strengthened leadership in the improvement of 
executive branch budgeting, accounting, and other management practices, I am 
proposing to the Congress a supplemental appropriation to permit an expansion 
of the Bureau’s staff for this purpose. 

Today’s Government demands the use of the best and most economical methods 
that can be devised. To that end, we should take full advantage of the con- 
structive proposals put forth by Mr. Hoover and his able associates. 

Dwicut D. EISENHOWER. 
Tue Wuite House, May 10, 1956. 


ILLUSTRATION OF COST-TYPE BUDGET 


Mr. Anprews. Now I think we would like to have the charts pre- 
sented at this time. This is to illustrate your cost-type budget ? 

Mr. Brunpace. The cost-type budget is independent of any change 
in the appropriation procedure. Mr. McCandless will present the 
charts. 

Mr. McCanotess. This is just to illustrate where the changes in the 
budget presentation would be. This is a blowup of the material from 
the budget on an appropriation item. Here [indicating] is the ap- 
propriation language. You notice there will be no change there. 

Mr. Brunpace. That is taking the Coast Guard items actually in 
the budget last year. 

Mr. McCanpiess. There will be no change in the appropriation 
language; no change in the amount of the appropriation. Here 
indicating] is the narrative statement included in the budget which 
gives the workload information, explanation of the activities, and so 
forth. There is no change in that except at the end where we 

Mr. Cannon. You are taking it for granted that we are able to 
read that fine print that far away? 

Mr. McCanptgss. No, sir. This is the explanatory statement 
printed in the budget. There will be no change there. There will 
be some data added here [indicating] which we will show you in a 
minute. 

Here [indicating] is the obligation by object schedule in the budget. 
There will be no change there. 
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Here [indicating] is the schedule with reference to budget authori- 
zation, expenditures, and balances. There is no change there. — 

Here [indicating] is the detail on personal services. There is no 
change there. 

At these two points [indicating] there would be changes. 

Mr. Cannon. You are turning now to what page 4 

Mr. McCanoptess. The first page. Those [indicating] are the 
parts that would be changed and, to illustrate what these are, we have 
picked an appropriation. This [indicating] is the operating appro- 
priation for the Coast Guard, the operating expense of the Coast 
Guard, 

This [indicating] is the way the program in the financing schedule 
shows in the budget this year. That is the one you saw on the other 
chart marked “to be changed.” It shows the program by activities 
and obligations. 

Coming to the amount of the appropriation required, it shows only 
the obligations. This [indicating| is the same appropriation as it 
would have appeared on a cost-type basis. You will see it shows the 
program by activities broken down just the same as over here; but, 
instead of showing in these columns “obligations,” it first shows amount 
of good and services that were actually used in carrying on these 
activities during the actual year and what are proposed to be used in 
the current year and the budget year. That is indicated by “A”. 

It is interesting to note that these amounts have to do with a better 
measurement of the level of activities carried on than is the obligation 
figure, which has to do with the amount of goods and services used. 
You will note that in every one of these 3 years which are shown here 


actually more goods and services were used in carrying on these 
activities than you would have known from seeing this exhibit. 


DIFFERENCE BETWEEN OBLIGATION AND COST FIGURES 


Mr. Cannon. There is a difference there of about $1 million. 

Mr. McCanouerss. There is about $155 million here as against $160 
million here [indicating]; there is about 5 or 6 million in that year 
and about 3 million in this year and about $2.5 million in this year 
{indicating ]. 

Mr. Cannon. I see you have $165,350,000 and over here you have 
$167,949,000. 

Mr. McCanp ess. That is right. 

Mr. Taser. Where is the difference ? 

Mr. McCanptess. It comes right here [indicating]. 

Mr. Taser. Does that mean they spent more money than they had 
set up for that? 

Mr. McCanpress. It means they used the resources they had aeeu- 
mulated in 3 years—inventories. 

Mr. Brunpace. They used up resources that they came into this 
period with. 

Mr. Taser. You mean $167 million is what was used? 

Mr. McCanptuess. Yes, sir, what was used. 

Mr. Taser. What was bought ? 

Mr. McCanpiess. Yes, sir; $165 million was bought. The differ- 
ence shown here [indicating] came from resources they already had 
in hand from prior years. , 
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Mr. Brunpace. We show the other figure, too. We come down to 
the $165 million, but we show this additional information which had 
not been available in the past. 

Mr. McCanptess. This [indicating] shows how much they used of 
what thev had on hand. This [indicating] shows, just as it does now, 
how much additional they were asking for—$165,350,000, _ 

This [indicating] is the same figure we have here of obligations and 
appropriation. petbn Wb oy, 

Now to show how we get at this figure, this schedule [indicating | 
would appear in the narrative statement. It was indicated that addi- 
tional information would be shown. This [indicating] would be in- 
cluded in the narrative statement. It shows how we get this figure 
here [indicating]. It relates cost to obligations, 

It shows the actual amount of resources on hand at beginning of the 
fiscal years 1955, 1956, and 1957, as well as the ending of that year. 
It shows the stores on hand. payment for goods and services not yet 
received, shows work in progress that had not reached the point of 
actually being charged to a particular activity and shows undeliv- 
ered orders, goods. and services not yet received, all of which would 
be available either during the year or for future years to be applied 
to these activities up here. 

The total change in these resources is indicated here. There were 
some changes in the actual year that were not related to costs. They 
are indicated here—coming out with the decrease in resources avail- 
able for future application to activity costs, or in more meaningful 
language perhaps, the amount of resources accumulated from prior 
years that were used in these years. Here in the particular budget 
year, it comes to 821% million. 

I would like to go on to another example which gives you some 
view of another kind of appropriation. 

Mr. Anprews. What is the practical good derived from that type of 
presentation / 

Mr. Brunpacr. It gives better control. On the obligation basis for 
vessel operation, for example, they may have a big fund of stores that 
they can use but which is not disclosed in the main budget schedule. 
Within formation on inventories we can see how much they could de- 
rive from previous obligations that had been bought and paid for, 

It. gives us a chance to control that and reduce our stocks just as 
the Defense Department has been doing over the past few years, since 
they got their inventory figures. They found they were higher than 
they needed, that the Government had more money invested than 
necessary and they have been able to reduce it. It gives us better con- 
trol and gives you better control and then you can tell how big these 
other items are, how much are the deferred charges, prepaid, carried 
forward. It gives better control. This is the way industry would do, 
the way the shipping companies do. 

Mr. Anprews. Would one result be you will stop these agencies from 
accumulating big inventories ? 

Mr. Brunpace. I hope so. That is intended. 

Mr. Anprews. All right. 

Mr. McCanptess. This is a large construction appropriation and we 
used this part in order to get it into manageable proportions. This is 
a partial presentation covering region 1 but it will illustrate the prin- 
ciple. 
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Here again on this side is the present basis showing the program by 
activities which in this particular case happens to be actual reclama- 
tion projects. The figures again are total obligations coming to the 
appropriation. Here we have a no- year appropriation and it has 
available unobligated balances brought forward which can be apphed 
so there is a difference between obligations and and appropriations 
which we did not have in the other ex: ample. 

Coming to the cost basis, you will see the program by activities is 
just the same as over there : and just the same as in the previous example. 
The 3 columns here are the same as the previous example in that 
they show the costs applied to these projects during these 3 years, 
coming down to total costs and on through the total obligations and 
required appropriations, just as we did in the other examples, the ob- 
ligations being the same as they are there. 

But on a construction appropriation of this kind we would plan 
to go on and show something more than that in order to get a full 
picture of the construction project. We would plan to show the total 
estimate of cost for each project that hi come from this appro- 
priation here in this column. We would show the total cost at thie 
beginning of the last year, the cumulative cost at the beginning of 
last year. This is for each project coming across this way. We would 
show the 1955, which is the last actual year, the cost of that project 
in that year, for 1956 the estimated cost, the current year, and the cost 
that is planned to be applied to that project far the budget year. 

Then we would go on by project and show the resources that were 
available at the start of the year for this particular project, for each 
project, and the resources available at the end of the year, coming to 
the appropiration required for that year, You will see the appro- 


riation required in this column is just the sMme as this column here. 
I | 


Then we would show the appropriatiog required to ee ot for 
each individual project, which gives you here in (7), (7), (A), and 
(7) information to complete this in subsequent years. 

Mr. Anprews. Before going to another chart, we have our chair- 
man with us; he will have to leave ina few minutes. I would like you, 
Mr. Cannon, to ask whatever questions you would like with reference 
to the statement.or with reference to the deficiency request. 

Mr. Cannon. Thank you, Mr. Chairman. This is very compre- 
hensive. 


ALLEGED 4 BILLION SAVINGS 


I would like to ask one question. This recommendation has been 
glamorized all over the country by the statement that its adoption 
would involve a saving of $4 billion annually. That in itself is 
enough to attract attention anywhere, any time. With what little 
opportunity I have had to study it I have seen no indication that would 
lead me to believe that much money could be saved by following any 
recommendation submitted to us. Perhaps it is merely that I do not 
know enough about it, to understand how that saving could be made. 
I would be ‘el: id if the Director would tell us how they propose by this 
change in ‘the budgetary system to make a saving of $4 billion 
annually. 

Mr. Brunpace. The Chairman of the task force, Mr. Cannon, said 
that he had estimated the $4 billion by taking 814 percent of all the 
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controllable expenditures per year and quite frankly I would rather 
not express an opinion on either the computation or how they got it. 

Mr. Cannon. That is what we are anxious to have you do. You 
know a saving of $4 billion annually is a very impressive objective. 
I might say here that I am inclined to think that the members of 
the committee would agree that any saving would depend entirely 
upon the use made of any system that might be suggested. You could 
take any system, no matter how perfect and complete, and unless we 
voted to save money you could not save it. By the mere adoption 
of any system with a statement that it will save money, you are not 
going to save it unless on the floor we vote to save it. While the sys- 
tem is interesting, I do not see that it is sufficiently effective to give 
us a guaranty that we will save any specified amount. 

I would like to know how you propose to save $4 billion by this 
change in the system. 

Mr. Brunpace. I would not say we would save $4 billion in this 
way. I think it will save some money and give better control but 
I have never been willing to estimate what any savings would amount 
to. It is too intangible. 

Mr. Cannon. This idea has been sold to the country. I am getting 
letters asking, “Why do you not adopt this plan and save $4 billion 
every year’? 

Mr. Brunpace. I avoid mentioning any savings in any testimony 
or correspondence I have on the subject. 

Mr. Cannon. I am not differing with you. I am not objecting. 
I merely want more information on the subject. I will say it runs true 
to form and I think Mr. Taber will agree it runs true to form in this 
respect. Every time one of these plans of saving has been presented 
to us they want more money to start with and then the experience 
has been in the past that they invariably use up more money than 
they save. I see you are starting by asking for money to put this plan 
into effect. Of course, if we by putting it into effect can save more 
than the amount requested, all right, but you give us no assurance 
that we would save the $4 billion. You give us no assurance that we 
would save the additional amount which you propose to use here. 

Mr. Brunpacr. I feel satisfied that we will save several million 
dollars. 

Mr. Cannon. Several million? 

Mr. Brunpace. Yes. 

Mr. Cannon. There is a great difference between several million 
and the $4 billion advertised. The fact that you are satisfied does not 
necessarily satisfy us. 

What I have said is not in deprecation of the plan. I merely 
want to indicate my interest and my desire for more information on 
the subject. 

Mr. Brunpace. I always believe, Mr. Cannon, that improved ac- 
counting does give management better information and a better chance 
to control operations. I am interested in better information and 
better management, and we hope to accomplish both. 

Mr. Cannon. Thank you. 

Mr. Anrrews. Mr. Taber, would you like to put a question or two 
at this time? 
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VALUE OF PRESENT INVENTORY DATA 


Mr. Tazer. I am wondering how many of these departments and 
agencies have good enough inventories so they can be of any value. 

Mr. Brunpace. That is what we are trying to get. We have been 
working on that for some time. 

Mr. Taner. I appreciate that the military has some. On the other 
hand, with the performance budget they have been able to sidestep 
giving any information either to the budget or to the Congress for 
at long time now. Until we can break that down we cannot get to the 
point where we can really size up what might be done. This will not 
help in the slightest to break that down. 

Mr. Brunpace. I think it will help some. I think we will be able 
to give you good inventories in some agencies. I hope within 5 years, 
if you authorize us to go ahead—we are doing it on a very moderate 
scale, we are not spending millions of dollars to save billions, we are 
asking for a few hundred thousand—I think we will be able to give 
you gentlemen better information, will be able to give yon information 
on inventories that we cannot give you now. 

Mr. ‘Taner. Is the whole basis of this proposal contained in the 
elimination of surplus inventories ? 

Mr. Brunpace, No; that is a part of it, but we are also providing 
for accrual accounting. 
ACCRUAL 


ACCOUNTING IN OPERATION 








Mr. Taner. How will accrual accounting work ? 

Mr. Brunpace. There will be the deferred charges. On that other 
item on the Coast Guard I think it shows it better than it does in your 
construction because there is not so much in the construction activity. 
But in the Coast Guard you see these items down below the line here— 
these advances and payments for goods and services not yet received. 
In other words, advance payments have been made to the contractors 
for which we have not received anything yet. So we had no way of 
controlling that. We can now break it down and analyze these items 
of deferred ch: arges and prepaid expenses. The Government has 
advanced that money on previous authorizations which has not as 
yet resulted in any receipts of ships or services. 

Mr. Taser. How would that affect your appropriation? Not at all 
probably. 

Mr. Brunpace. It would in the sense that if they have been doing 
more of this than necessary, they would not come in for another re- 
quest with our approval. 

Mr. Taser. In other words, you would have an inventory taken of 
advancements ? 

Mr. Brunpace. We would be able to tie it down, and we would not 
submit for your approval further request for appropriations. 

Mr. Taser. Until they caught up 

Mr. Brunpace. That is right. These are undelivered orders, goods 
and services on order not yet received. It varies between the depart- 
ments just. what the effect would be. But if we could get this into the 
military, I am sure we would have much better control. 

Mr. Gary. Will the gentleman yield? 
Mr. Taper. Yes. 
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Mr. Gary. It is true that the Coast Guard has been operating on a 
cost basis for some time, is it not? They revised their ace ounting pro- 
cedures about 5 years ago installing an entirely new system and put 
it In on a cost-accounting basis. Therefore they do have the informa- 
tion now necessary and are operating on a cost-budget basis. 

Mr. Brunpacr. That is how we could present it to you, although 
it has not been shown in the budget document, but we have had the 
information and we would like to put this in the budget document. 
We think it would be helpful. 

Mr. Gary. The Post Office Department is also installing such a 
system now, and they expect to be able by the installation of that sys- 
tem to compare the operation of the various post offices throughout the 
United States and by comparison determine which ave operating effi 
ciently and which are operating inefliciently; is that not correct ? 

Mr. Brunpage. It is a very big advantage, those con aol 

Mr. Taner. [ think IT have gone about as far as I can go. We have 
not been told vet just how these things would dovet: ail} into the request 
for funds. 

Mr. Anprews. We have more charts as [ understand it. 

Mr. McCanpiess. We have one more short one. 

Mr. ANprews. Suppose you explain that to us. 

Mr. McC anptess. This goes on to explain this figure right here, just 
as we explained it before on the other chart. This shows for this par 
ticular appropriation the stores on hand at the beginning of the year, 
the equipment and service facilities used on the project, the un- 
delivered orders, total resources on hand at the beginning of the 
year, the amounts that were used during the year to apply to these 
projects which is the same as this line right here. 

We go on and explain as we do now on each appropriation item, 
total obligations, amount of unobligated balance brought forward, 
and the new appropriation required. 

Now that we have gone through this, | think it is well to note two 
things. First, any change to a cost basis does not change the basis 
on which the appropriation is made at all nor does it of itself change 
the amount of the appropriation. It does produce additional infor 
mation that is significant and might well cause the committee or one 
looking at the presentation to decide on a different amount. 

Mr. Brunpace. That they did not need so much. 

Mr. Anprews. It gives a clearer picture of the assets the agency 
has? 

Mr. Brunpace. Yes. 

Mr. Anprews. It is conceivable an agency could ask for X amount 
of material when you hope this record will show they have a sufficient 
quantity of that m: ee ial on hand? 

Mr. Brunpace. That is right. 


INADEQUACY OF JOINT ACCOUNTING IMPROVEMENT PROGRAM 


Mr. Anprews. What would keep you, at the present time, from call- 
ing on each agency as it appears before you to justify its annual 
request to furnish you with a list of all assets on hand? Have you 
done that ? 

Mr. Brunpace. We have wherever the information is available, but 
their costs have not been kept that way as a general rule. The 
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Coast Guard were put on that basis as we just heard. ‘Phe Corps of 
Engineers and the Bureau of Reclamation, have been put on that 
basis and we can get the information there and would like to include 
it in the budget presentation. We want to put this same system in the 
other departments and that is what the joint accounting project was 
trying to do, but it was very slow. 

The General Accounting Office has come to the conclusion that it 
could be more effectively done if we were to take it over with their 
same cooperation but to use the budget process to get it done more 
quickly. I think you would find that within a few years you would 
be able to cut down your ap propriations. 

Mr. Sueprarp. Would the chairman yield / 

Mr. Anprews. Yes. 


PROPERTY ACCOUNTABILITY 


Mr. Suervrarp. I do not think IT understand, so | wish you would 
advise me. My interpretation so far is predicated upon the fact 
your control is vested in the dollar aspect. Is that correct 4 

Mr. Brunpacr. It is controlled primarily in dollars, that is right, 
sir. 

Mr. Sierrearp. How are you going to be able to scrutinize any 
closer your inventories to obviate duplication of orders if vou deal 
in dollars instead of units involved in inventory 4 

Mr. Brunpace. We will have units, too, but the control will be in 
dollars. Can you answer that, Mr. Rappaport’ Mr. Rappaport is 
giving his whole time to this. 

Mr. Raprarorr. I would like to comment on a remark the chairman 
made a while ago. Not all of the agencies now have this informa- 
tion available, nor do they have the accounting information available 
to produce the kinds of statements we have seen here. 

Mr. Sueprarp. Clear this up, please. What agencies do and what 
agencies do not ? 


AGENCIES HAVING COST-TYPE BUDGET DATA 


Mr. Raprparorr. Can you name the agencies that now are in the 
position to give them this information, Mr. Armstrong / 

Mr. Armsrrona. Yes. I have a list here of the agencies that sub- 
mitted the cost-type budgets; this presentation you saw, was given to 
us as part of the budget justification materials last year. Four of 
those were printed in the budget document, 1 appropriation for the 
Government Printing Office, 1 for Atomic Energy Commission, 1 for 
the Canal Zone Government and 1 for the Bureau of the Mint. Those 
were in the 1957 budget document. In addition to those, we received 
cost-type budgets for 37 other appropriations as part of the budget 
justification material. One for the Government Printing Office, the 
construction appropriation of the Atomic Energy Commission, 6 for 
the Veterans’ Administration, 6 for the General Services Adminis- 
tration, 1 for Business and Defense Services Administration, 1 for 
the Office of Business Economics, 14 for the Bureau of Indian Affairs, 
4 for the Bureau of Reclamation, 2 for the Alaska Road Commission, 
1 for Southeastern Power Administration, 1 for Southwestern Power, 
4 for International Boundary and Water Commission and 4 for the 
Coast Guard. 





CONTINUATION OF OBLIGATION RECORDS 


Mr. Anprews. Mr. Brundage, under the proposed procedure for 
accrued expenditure accounting what records or reports would exist 
for the reporting of commitments or obligations so that the Congress 
and the public would know to what extent the Federal Government 
is committed to future expenditures ? 

Mr. Rappaport. May I answer that? 

Mr. Brunpacr. Yes. 

Mr. Raprarorr. Under this system it would be identically the same 
information. 

Mr. Brunpace. You would have at least that much. You would 
have additional information but you would have at least everything 
you have now. 

Mr. Rapparorr. With respect to obligations it would be the same. 

Mr. Anprews. What sort of overall report would take the place of 
table 7 which shows obligated and unobligated amounts of Federal 
funds and borrowing authorities? 

Mr. McCanp.ess. So long as we have the obligation information 
we could construct this table just as it is now. I do not think this 
change we are talking about here would have any effect on this table 
at all. 

Mr. Brunpace. When we get it all on this line we could give you 
more information that would be more meaningful than that table but 
would still be able to give the same information. 


RELATION OF PENDING REQUEST TO RECOMMENDATIONS 


Mr. Anprews. Your request before the committee is for $405,000 ¢ 

Mr. Brunpace. Yes. 

Mr. Anprews. Do you need all of that amount if none of these new 
practices are adopted 7 

Mr. Brunpace. If we do not do any more work than we are doing 
now, we do not need it but we would like to do more work in improv- 
ing the budgeting-accounting and management functions whether or 
not we go ahead with the other recommendations of the Hoover 
Commission. 

Mr. Anprews. Have you got a breakdown of that $405,000? 

Mr. Brunpace. It is in this presentation called Justification for 
sureau of the Budget Supplemental. 

(The justification may be found on p. 828.) 


LEGISLATION NOT REQUIRED 


Mr. Taser. How much legislation do you have to have to put this 
whole thing into effect ? 

Mr. Anprews. I think you stated you did not need any. 

Mr. Brunpacr. What we are asking for in the budget request would 
not require any legislation. What this legislation would do that is 
being considered, the Lipscomb bill and the Kennedy bill and the 
Rozers bill, would enable us to go ahead with the express approval of 
Congress on some of these extra things. 

Mr. Anprews. I understand you said in your statement the reason 
you wanted additional legislation was to have the intent of Congress. 

Mr. Brunpage. Yes. 
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Mr. Anprews. You could put into effect all these proposed changes 
under present law ? 

Mr. Brunpace, Substantially all. 

Mr. Rarpvarorr. We could put in all the changes we discussed here 
today without change in the law. 

Mr. Anprews. Mr. Mahon. 


BACKGROUND OF WITNESSES 


Mr. Manton. Mr. Brundage, what has been your background in 
budgeting and accounting ? 

Mr. Brunpaae. I was a partner of Price Waterhouse for 25 years 
and spent my whole life in this field. 

Mr. Manion. Generally, is that the situation with the other people 
accompanying you here today / 

Mr. Brunpace. Mr. Rappaport has spent his whole life in account- 
ing and the Deputy Director, Mr. Jones, has also been an accountant 
for his whole life. He put in the budget system for the State of 
Kansas. 

Mr. Matton. You people look at this thing from the standpoint of 
accountancy, L would judge ¢ 

Mr. Brunpacre. We are trying to put it in from the point of view of 
accountancy and management. We have worked for States and 
municipalities and the Federal Government and for private firms all 
our lives t rving to do just what we are trying to do here. 

Mr. Manon. It would seem that people with your background 
would more or less look at this sort of thing from a little different 
viewpoint than the average man who had not devoied his life to this 
field. 

Mr. Brunpacr. I think it is quite likely ; yes, sir, 

Mr. Manon. Is not the establishment of accounting systems and 
the procedures now a responsibility of the General Accounting Office? 

Mr. Brunpage. It is jointly that of the General Accounting Office, 
the Bureau of the Budget, and the agencies. 

Mr. Manion. How does the General Accounting Office relate to the 
question which we are discusing here today 4 

Mr. Brunpace. They have been in on many meetings we have had 
about it and this generally has their complete and wholehearted sup- 
port. 

NECESSITY FOR LEGISLATION 


Mr. Manon. Is it possible to achieve the desired maximum in ac- 
counting under the present system ¢ 

Mr. Brunpace. I think that we can accomplish, as Mr. Rappaport 
said, everything we discussed here without legislation, and I think that 
we could do a really constructive job. 

Mr. Manon. Without legislation ¢ 

Mr. Brunpace. Without legislation. 

Mr. Manion. What additional legislation do you really feel should 
be enacted in connection with this problem ¢ 

Mr. Brunpace. I believe these two bills are pretty identical, are 
they not ? 

Mr. Rarravorr. The Kennedy bill and the Rogers bill ave identical 


bills. 
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Mr. Brunpace. They are a result of the suggestion of the General 
Accounting Office and the Bureau of the Budget, modifying the 
original bills introduced. 

Mr. Manton. Did you testify in the Senate in behalf of S. 3897, the 
Kennedy bill? 

Mr. Brunpace. I did and so did Mr. Rappaport. 

Mr. Mazon. Generally speaking, what do these bills provide for? 

Mr. Brunpacr. They give support to everything that we have said 
here. In addition they provide for the use of accrual cost type budgets 
eventually and also for the placing of appropriations on an expendi- 
ture basis. Those are the principal ones. 

Mr. Raprarvorr. The expenditure basis distinct from the obliga- 
tional basis—that is the basie difference between the bills that were 
introduced, the Rogers and the Kennedy bills. 

Mr. Marron. Of course, the Congress and members of the Committee 
on Appropriations have always been interested in the best possible 
budgeting service and the best possible accounting service, so there is 
no clash of opinion as to the necessity for a first rate budgeting system 
and a first rate accounting system. The question would arise as to 
whether or not the proposed changes are really an improvement. 

Mr. Brunpage. May IT say that I think some of the objections of 
Mr. Taber and Mr. Cannon to the change to an expenditure basis will 
be removed when we get the accounts on an accrual cost basis. I think 
you will then see that vou will be able to control it as well or better on 
the other basis. That is why I am not in any particular hurry to go 
ahead because [ do not think you can go on an expenditure basis until 
we have accurate information to do it. 

Mr. Manon. Does your present request for additional personnel 
contemplate the submission of the budget on an accrual expenditure 
basis? 

Mr. Brunpace. No. 


CONTRACT AUTHORITY REQUISITE TO ULTIMATE RECOMMENDATION 


Mr. Manon. If the basis of appropriations is changed, would some 
type of contract authority be necessary ? 

Mr. Brunpace. I think it would; yes, sir. 

Mr. Manon. Would it be the same type contract authority hereto- 
fore used and if not what sort of contract authority would it be? 

Mr. Rappaport. It possibly would not be the same type. 

Mr. Manon. What would it be? 

Mr. Rarravorr. I think Mr. Armstrong can describe that briefly for 
you because he lived with the other type of contract authority. 

Mr. Armstrone. I think probably the procedure will differ in this 
respect: Previously, an appropriation was made on the basis of obli- 
gations for the first part of the work to be done and contract authority 
was granted for the long lead time items. 

Under the proposal set out in these bills before the Congress, as I 
understand it, the appropriation would cover the goods and services to 
be received in the year. Previously it was for obligations under the 
appropriation for the first year, so that agencies could conceivabl 
write orders for goods and services that would not be received until 
later years. Under this change the goods and services would have to 
be received within the fiscal year and the budget presented on a cost 
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basis. I think it is also contemplated that long lead time items would 
be phased out and presented to Congress each year. In other words 
mach year you would review the present situation and see what t hey 
did with the appropriation they got in the previous year, where they 
stand on the progress of the work insofar as goods and services and 
work in place are concerned, and then either revise or make such modi- 
fications as you want to in the future contract authority over the re- 
maining years of the project. 


AIRCRAFT CARRIER, EXAMPLE OF CONTRACT AUTHORITY 


Mr. Manon. Let us just take a carrier of the Forrestal type. ‘Lhe 
Navy requests an appropriation of $200 million in round figures for 
a carrier of the Forrestal type. It is built over a period of 4 or 5 years. 
Under the present system we provide the appropriation. ‘There is no 
money withdrawn from the Treasury and no money placed in the 
Treasury to cover it, but it is a commitment of the Congress that we 
are going to spend ona carrier over a period of years about 200 million, 
and let those who are not in favor of it beware and take advantage of 
their opportunity to object at that time and attempt to defeat the pro- 
posal. 

Now how would-you do it under this new oe aang 
assume it is a S200 million carrier. What breriael you do? 

Mr. Anmeirona, Tf you approve of the carrier you would give them 
in the way of an appropriation the ra ain of money they need to 
spend in the first year, together with contract authority for those 
items on which they have to let contracts during the budget year. It 
may be all of the carrier or part. Each year they would come back and 
say “here is where we stand on this carrier; here is the amount of 
work we have done that is in place, here is what we propose, here IS 
the work that will be done next year that requires an appropriation” 
and so forth until the carrier is built. 


REVIEW OF PROGRESS 


In other words, it will give you a chance to review the progress of 
the work as it moves along from year to year. 

Mr. Manion. Why do we not have every possible chance now to re- 
view the progress on the carrier? The Navy comes in and in response 
to questions, or without questions, says “here is the status of our carrier 
program, we have done so much, we have obligated so much, we expect 
to obligate so much more on the carrier, we have gone faster than we 
had hoped or we have gone more slowly than we contemplated.” 
What do you gain / 

Mr. Raprarorr. One feature stressed is that under the contract 
authority procedure you have to take positive action every year, where 
under the obligational procedure, having taken action at one time, 
you do not have to take positive action each year. 

Mr. Manion. You do not have to take it? You can rescind funds 
or you can appropriate less funds for the coming fiscal year because 
they had not expended or obligated as much as they expected to? 

Mr. Rarrarorr. Yes. 

Mr. Manion. Does it make much difference as you see it? 
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Mr. Rarrarorr. In the first place, if you give them obligational au- 
thority for the $200 million all you do is watch the progress as you 
just indicated. 

Mr. Manon. Yes, giving them wide latitude to build the carrier in 
the most efficient and effective businesslike w ay and most direct way in 
keeping with good business. 

Mr. Rapravorr. That is right. They report to you at each of your 
budget hearings as to what happened. 

Mr. Manion. They do now. 

Mr. Rapravorr. That is so, but you do not have to take positive 
action, you do not have to say anything to them except to agree or 
permit them to proceed. Whereas in ‘the contract authority pro- 
cedure you have to appropriate a definite amount of money every year 


and go through a conscious and precise consideration of the succ ceeding 
years. 


NO PROOF OF SAVING THROUGH USE OF CONTRACT AUTHORITY 


Mr. Manon. Now, how would vou save any money by the contract 

—s method on a carrier? 

~ Raprarorr., One suggestion that I have heard made was this. 
Th. at if, when the ship was one-quarter or one-half ci png and you 
had to appropriate additional funds and you decided at that time 
this was an obsolete ship at that stage, you might not pasties late any 
more money and the ship would not be built. 

Mr. Brunpace. Say these changes have to be made and we are 
going to turn it into something else, might turn it into an auxil- 
ary 

Mr. Manon. We would instruct the Navy to take whatever steps 
that were desirable under the circumstances and if the Navy was 
operating in the public interest, which it no doubt would be, and 
under the supervision of the Budget as at present, it would not be 
necessary for Congress to stop the carrier, would it? It would be 
stopped by the executive branch. 

Mr. Rarraprorr. It should be but the contention is that the Con- 
gress would have a closer hand on the pulse under the contract author- 
ity procedure. 

Mr. Manon. The Congress could take action to forbid the addi- 
tional funds being spent or could rescind funds ? 

Mr. Rappaport. That is so. 

Mr. Manon. And could deauthorize the carrier as far as that is 
concerned. 

Mr. Rapparort. That is right, too. 

Mr. Manon. I get back to the question: How would you save, say, 
not $100 million or $10 million, how would you save a penny on the 
construction of a $200 million carrier ? 

Mr. Rappaport. I think it is through better management. 

Mr. Manon. How do you get better management ? 

Mr. Rarparorr. Because you have to make a positive decision each 
year which T do not think is now the case. 

Mr. Manon. We want a $200 million carrier, we made the decision, 
at least a carrier that costs approximately that much. How do we get 
a better carrier for less money by making the decision each year? 





oa ip, ok 2 ee 


857 


Mr. Brunpace. Suppose you get halfway through or three- 
quarters and you find that instead of costing you 200 million it will 
cost. 300 million. Then, under the present procedure you would have 
to come in for new obligational wationite for a hundred million. He 
would still be able to spend up to the 200 million and then would find 
that he is only three-quarters done. 

Now, coming up each year you would require, in addition to the 
statement of how much he has spent, what the total contract authoriza- 
tion was, how much has been committed, how much he expects to 
spend and how much it is going to cost to complete. He has to bring 
that in each year so you would know each year how close the current 
estimate is to total cost. You could say after he had spent a hundred 
million and you found out it was going to cost eventually 250 million 
or 300 million—let us try something else. We are on the verge of 
atomic propulsion, let us see how much it would cost to change to 
atomic propulsion or how much it would cost to ont ange to a roc eket- 
launching ship or something. You would not: have appropriated for 
the whole thing. You would only have appropriated on an annual 
basis. 

Mr. Matron. I must say that seems to me to be more or less an un- 
realistic approach. The Navy is a pretty well run organization and it 
is unthinkable, certainly without precedent, that the Navy would say 
they have one of these big carriers half completed and would discover 
it will cost them an extra 50 million or a hundred million dollars 
and that information be withheld from Congress. The Navy in re- 
sponse to questions or, in my opinion without response to questions, 
would present that information to the Congress at the next regular 
hearing, or even prior to the hearing. I do not think we need contract 
authority in order to get that sort of information. 


COMPARISON OF CORPORATE AND GOVERNMENTAL OPERATION 


Mr. Brunpace. Perhaps you would not. I must admit my expe- 
rience in Government has not been sufficient so that I can say I per- 
sonally know this would help. It makes sense to me because it. is 
the kind of thing which business does. A big corporation intending 
to construct a new plant presents the blueprints to the board of direc- 
tors and the board of directors says this looks good. How much will 
it cost? “It will cost 200 million.” “You goahead. We authorize you 
to make a contract.” 

They make a contract. Then, every month they go up before the 
board and say “This is our current estimate, this is “what we spent.” 
The board ordinarily, in all cases I know, will authorize them to go 
ahead a little bit at a time instead of making the obligational au- 
thority. 

Mr. Manon. While there is some comparability, we do not have a 
legislative branch and executive branch in a corporation. It is all 
more or less the executive branch. The directors are policy people. 
I do not think you can carry that comparison too far. 

I can conceive of our appropriating a certain amount of money for 
the project and later discover that by the expenditure of more funds 
within the authorized limits you could get a better contract and save 
money, but I do not know how you would save money by your pro- 
posed contract authorization procedure. 
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Mr. Brunpace. I am not sure that I thoroughly understand how 
it happens, but I know that we have balances, very large balances, car- 
ried forward from time to time, and this is one way to try to cut down 
those carryovers. 

Mr. Manion. But the test in this business is, how do you get more 
efliciency and how do you save money, and I have not seen—I did not 
hear anything that you have said which indicates any saving of money. 

Mr. Rarparorr. The proponents of this idea, I think, rely on the 
psychology that exists in the switch from one system to the other. 
They think that psychologically you effect better control, better man- 
agement, and closer supervision if you appropriate on an annual basis, 
rather than appropriating on a total basis. 

Mr. Taper. Will you yield for a question, Mr. Mahon ¢ 

Mr. Manon. Yes. 

Mr. Taner. I think it is true that when we got away from the obli- 
gational authority, we did so because it was so much easier to get 
through Congress a contract authority than it was an appropriation, 

Mr. Manon. Yes. 

Mr. Taper. That is correct. 


CONTRACT AUTHORITY LIKE INSTALLMENT BUYING 


Mr. Manion. Yes. In other words, if you come up to Congress and 
say, “We want $10 million for a project, or we want $100 million, or 
$200 million, we will not spend it this year or next vear but that is 
what we want”; if you request funds for that amount the committee is 
not going to approve those funds unless it is pretty certain that ihe 
project is one that is well worthwhile. 

On the other hand, if you come in and say, “We have a project which 
we think is important. We do not want much money but we hope and 
we think it will be a great thing, let us initiate it. After all, it is just 
an authorization,” and so forth. The tendency would be to do like 
some people do when they buy a new car on the installment plan. 
They do not get out the pencil and calculate just how much more they 
are going to pay for it through the finance company than they would 
if they were paying cash and knew exactly what the situation was to 
begin with. The people with whom I have talked said that the 
accounting for obligations under your proposal was greater and that 
you will spend more money on book work in this accrual method. 

Mr. Brunpace. On authorizations and appropriations or accrual—— 

Mr. Manon. Than you would otherwise. 

Mr. Rappaport. I would be willing to take the position that it 
should not take any more with the procedures involved here; they 
are just about equal to one another. 


ADDITIONAL BOOK KEEPING 


Mr. Manon. But you agree that there would be a little more book- 
keeping involved. If we give all the money to begin the project at 
one time, you can use one system of bookkeeping. If we appropriate 
the money in driblets, it would require the agencies to keep accruals 
and two sets of books because you have a little different situation. 

Mr. Rappaport. Well, I do not think it would work that way. 

Mr. Brunpace. In the case of some of the Defense appropriations, 
three different people keep the obligation authority, and they have 
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to match against that the obligations made.and then the expenditures 
made against those obligations. They are keeping records in three 
different levels. 


RECOMMENDATIONS NOT FULLY SUPPORTED 


I personally am not as convinced on that point as some of the 
others are. That is why I think I would like to go ahead and get the 
accounts on a sound basis first and then wait and let us exp!ore this 
other step which, from my business experience, appeals to me, but I 
am not sure just how it will work out in the Government. 

Mr. Manon. You testified for these bills, even though you are « 
little lukewarm on certain phases of them, as I see it. 

Mr. Brunpace. Yes, that is right. I asked for approval of it in 
principle but [ did not want to put it right into effect. That is what 
{ asked for, in substance. 

Mr. Manon. Yes. Under this system you would have the legisla- 
tive committees of the Congress authorize the various projects, billions 
and billions of dollars worth of projects, and then you would come 
into the Appropriations Committee and say we want some funds here 
for a series of projects, and you would have minor amounts for the 
beginning of the projects, the first fiscal year, we will say, and the 
projects would not seem quite as expensive at first blush under that 
procedure as they do now when they hit you straight between the 
eyes, When they come up to you with these big projects. Do you see 
what I mean ¢ 

Mr. Brunpace. No, 1 would want the Appropriations Committee 
to give the contract authorization. I think the other committees 
would give approval on the general plans of the projects. 

Mr. Taner. No, the Director, I think, proposes that the other com- 
mittees give the contract authority. 

Mr. Manon. Yes. 

Mr. Taper. And that would be practically abolishing the Appro- 
priations Committee. 

Mr. Brunpace. No, not the other committees. 

Mr. Taser. Yes, we have had that experience; we have been up 
against that. 

Mr. Brunpacr. No, the Appropriations Committee should give the 
authority to make contracts. I do not think anyone else ought to 
give that. What the other committees would do, would be to say, 
this is in accordance with congressional intent or desire, and right 
along this line, but I think the Appropriations Committee would 
grant both the contract authority and the obligation authority on an 
expenditure basis for the next year. 

Mr. Manon. Would you set forth the citations or excerpts from 
the pending bills for which you testified which would bear out your 
view on this? 

Mr. Rarpavorr. The bill is written in general language. I do not 
think you will find any specific language there on that. 

Mr. Manon. Under our appropriation procedure, we authorize flood 
control, military projects or construction projects. 

Mr. Brunpace. Without the contract authorization / 

Mr. Manon. Yes. We just authorize the project and, then, as I 
understand your proposal, the legislative committee would authorize 
the contract, and we give them the money later. 
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POWER TO APPROVE CONTRACT AUTHORITY 


Mr. Brunpace. I would be glad to give you my interpretation of 
it, because in the Budget and Accounting Act, I believe that the 
Appropriations Committee has the power to give the contract au- 
thorization as well as the obligational authority. It is specifically so 
provided. 

Mr. Manon. Off the record. 

(Discussion off the record.) 

Mr. Manon. I think the more you go into this business, the more 
you will discover that there are a lot of theoretical ideas which may 
not be practical in actual application. 

Mr. Brunpace. Yes, sir. 

Mr. Manon. I cannot quite see any saving that will be accomplished 
if you have to do the work. If you hire a man to plow a plot of 
ground, he has to have a tractor, and he has to have a man run the 
tractor. You have to have fuel and upkeep and you have to sharpen 
your plows, and it is just going to cost you so much to get it done. 

Mr. Brunpace. Yes. 

Mr. Manon. I am looking for some information that would indi- 
cate to us that this new proposal might save $4 million, $400 million, 

‘any sum, but I think it is a phony myself 

aie. Raprpaporr. Well, may I make this observation: The Hoover 
Commission task force studied this question very intensively and as 
a result of their deliberations and considerations and having regard 
to what they thought went on in the Appropirations Committees—— 

Mr. Manon (interposing). Yes. 

Mr. Rapparort. Came to the conclusion that this new method of 
appropriating would be a better tool that could be used by the Appro- 
priations C ommittees. 

Mr. Anprews. Why? 

Mr. Rarrarorr. Because they felt that the Appropriations a 
mittee would be in a position where they were on the spot every yea 
in a positive way to make an appropir ation. Now, that was their 
judgment and when it comes to discussing the merits of judgment, 
we can all have differences of opinion on it. 


MILITARY APPROPRIATIONS BILL 


Mr. Manon. Well, as I pointed out, on the military bill itself we 
had about 6,500 pages of testimony before the House Appropriations 
Committee. I would say that about one-third of the testimony was 
not on the record. We proceed for 3 or 4 months on one of these bills 
before we ever get it out in legislative form, and get it passed throuch 
the House and Senate in time to adjourn. If we had to take into 
consideration all of the projects which have been instituted, and if we 
had to reevaluate all of these projects each year in order to determine 
whether or not. we are going to give them additional money, the legis- 
lative body would find itself with a tremendous, if not an impossible, 
load. It would more or less mean reauthorizing the projects each 
year. 

Mr. Brunpace. I think that is just exactly what the Hoover Com- 
mission task force was concerned about, that they did not feel that 
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these appropriations were probably receiving the detailed attention 
that they should be receiving, and by giving them that kind of atten- 
tion, they came to the conclusion and found in all of the : appropriations 
comnnittees, that you could effect savings as a countercheck. 


POSITION OF EXECUTIVE BRANCIi IN ECONOMY AND EFFICIENCY 


Mr. Marion. Now, this is a very big Government, with about a $66 
billion budget. 

If you are going to depend upon 435 Members of Congress who are 
responsible to the people for a multitude of things, aside from the 
Government programs, if you are going to depend on them to ferret 
out all of the things in regard to the operation of Government and 
more or less supervise the executive branch in the operation of the 
Government, you have a situation that is pretty difficult to encompass 
as I see it. 

Under our system of Government, it is up to the Chief Executive 
to run the Government and it is up to us to pass legislation. Do you 
not think, if you want to save money, that it is imperative that the 
Chief Executive through the Bureau of the Budget, or otherwise, 
should know what he wants and that he should have firm estimates of 
what he wants, and that he, himself, know the entire story when he 
comes up to the Capitol to ask us for the money. If we can put 
credence in what we are told, if we can believe representatives of 
the executive branch, then we, more or less, as a matter of routine, 
unless some big policy is involved, would be expected, perhaps, to pro- 
vide these funds? 

As IT understand it from you, Congress will resurvey these projects 
and Congress will make savings and recommendations as to how you 
are going to run the Federal Government more efficiently. 

It seems to me that the man who is administering the program is the 
one to save money if it is going to be saved, including reducing funds 
and appropriations and developing more efficiency and economy. 

Mr. Brunpacr. May I just say this: The Government is so large, 
as you pointed out, and so complex, and the information is assembled 
from a great many sources. For instance, you have this “Construe- 
tion, public works bill on defense.” calling for $1,600 million, and it 
has in it pages and pages and sheets and sheets of supporting material. 

Mr. Manon. Yes. 

Mr. Brunpace. And it is awfully hard for any reviewing agency 
like the Bureau of the Budget or the Congress to really get their teeth 
into it. 

Mr. Manon. Yes. 

Mr. Brunpace. | have the feeling that we could work out a better 
procedure and a ‘little more careful control, and T have the feeling 
that. this would be one thing. I think that we could do other things, 
and I think that we need to improve as we go along. 

May I just read this provision of the Budget Accounting and Pro- 
cedures Act of 1950: 


The term “appropriations” includes, in appropriate context, funds and author- 
izations to create obligations by contract in advance of appropriations. 
It seems to me that would definitely bring under the appropriation 
committees the resonsibility for providing the contract authorization, 
78170—56—pt. 2 
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and I certainly would not want to have it taken out of these committees 
because that is where it belongs. 
Mr. Taner. Would the gentlemen vield for a question ¢ 


FAILURE OF EXECUTIVE 





BRANCH REVIEWS 


Mr. Mazon. I have this issue in mind that is so pertinent to what 
{ am trying to say. 

Mr. Brunpacre. Yes. 

Mr. Manon. You were talking about our military construction pro- 
gram. We have found that the Department of Defense or the Bureau 
of the Budget is doing such a poor job in surveying these projects 
when the funds are requested of the committee for the actual construc- 
tion that these projects are often delayed for months while the Bureau 
of the Budget makes a line-by-line and an item-by-item study after 
we had prov vided the re juested funds. On the other hand, the Bureau 
of the Budget had previously submitted these projects to us as being 
thoroughly defensible and proper in every respect, and yet after we 
appropriate the money there is an interminable delay, in many cases, 
in making contracts or in obligating it. Do you see my point / 

Mr. Brunpace. Yes, but just assume when they actually get the 
aathorization and get the new obligational authority that then, before 
they come in and make a contract, they make all kinds of changes 
and shifts. 

Mr. Manon. That is one thing, but I am talking about this situa- 
tion, just assuming this situation, where there is this delay in using 
the money. 

Mr. * eeage I do not know why that should be. 

Mr. Manon. I do not either, and I think you should look into it. 


Mr. McC AnpD_Less. I have noticed comments in the committee reports 
on this. 


Mr. Maton. Yes, it is very bad. 

Mr. Brunpace. I would like to follow that wp and look into it. 

Mr. Manion. In other words, you come up to Congress with one 
of these allegedly important projects, in which the defense of the 
United States, as well as the free world is involved, ‘a you say we 
need this money, we have looked into this carefully, it is a worth- 
while project. After we give you the money, we find deat it is not obli- 
gated for months and sometimes it takes as much as a year to determine 
whether or not you really need this money for this particular project, 
and that is unsound. 

Mr. Brunpace. We will look into that and we will report to you on 
that, sir. 

Mr. Manon. My point is this, that probably the best way to get 


better management, more efficiency and better accounting is for the 


executive branch of the Government to be better informed itself and 
to be more thorough and cautious and careful in presenting requests 
to the Congress. 

Mr. Brunpace. I am not at all satisfied with our present procedures, 
and we are trying to do better. 

Mr. Rarpaporr. May | interrupt for a minute / 

Mr. Manon. Yes. 

Mr. Rappaport. I think, and this is my personal opinion, that ac- 
crued accounting, including contract authorizations, will put the 
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executive branch and the Bureau of the Budget, in a better position 
to doa better job, and I think it would be helpful to the congressional 
committees in the same manner. 

Mr. Manon. That is a matter for thought, but you should well 
know what you are going to be able to use in the way ‘of money before 
you ask for it. P lans should be ready for the use of the money 1m- 
medi: itely you get it. I think this would be orderly and sound. My 
impression is that you are more or less rubber-stamping a lot of stuff 
and sending it up here to us. We act in good faith on your urgent 
appeal, but subsequently find out that you were not in such a hurry 
after all. You withhold funds, and a lot of time is lost. That 1s 
usual. You say that you will look into it, so I do not want to belabor 
that question further. 

Mr. Brunpace. In one case, we had not even seen the justifications. 
They said the committee was considering it, but since this was a supple- 
mental and we thought they wanted to send it up, I authorized them 
to present it here so that you could consider it at a same time. I 
remember that one time. 

Mr. Manon. No, I am talking about the more or less general situa- 
tion. 

Mr. Rappaport. Mr. Mahon. 

Mr. Manon. Yes. 

Mr. Rapparorr. To do this kind of a job in the way that you are in- 
dicating here requires added information, more information than we 
have. 

Mr. Manon. All right; get it. We will give you the money to get it, 
insofar as I am concerned. 

Mr. Rarpavorr. But in order to get the information, it becomes 
necessary to modify and change the accounting systems that now 
exist in various parts of the Government. 

Mr. Suerrarp. Will you yield? 

Mr. Manon. Yes. 

Mr. Sueprarp. You are not going to legislate good or efficient man- 
agement into the minds of management. You know that if you have 
ever had any experience at all in private business elsewhere. Where 
your trouble is, is in the failure to meet or fully understand the prob- 
lem as it is first set before you, before you ever come to Congress. 
The situation is that you either know what you want or you do not 
know what you want, and, so far as your last budget is concerned, 
you did not know what you wanted by a long ways, and because of 
that fact, you have done reprograming and reprograming all of the 
way through last year’s budgets. I think, very frankly, that you are 
belaboring the situation far beyond its importance or the terms of its 
requirement, beyond what is actually wrong and your ability to cor- 
rect it. 

Mr. Rappaport. We only ask for this for the purpose of finding ¢ 
better accounting method than we are now using. That is the reason 
we are coming up with this budget for $405,000, in order that we 
might be able to doa better job, and also to instruct Government agen- 
cies to do a better job. 

Mr. Manon. I think there would be no complaint about getting a 
better job done and getting all of the people you need to get it done. 
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FISCAL COMPLEXITY OF PLAN 


You come up and ask for a general legislative authorization and sub- 
sequently for contract authority. A year or more later you would 
come up and ask for new money for a project or program that has 
already been authorized, and each following year during the life of the 
project, you would want money to liquidate a prior year authoriza- 
tion, would you 1 * ? 

Mr. Ravparorr. Well, that is substantially the sequence-— 

Mr. Brunpace. It would be just for money that we expect to spend 
this next year. 

Mr. Manon. But you would use that money to liquidate prior year 
authorizations. 

Mr. Brunpace. Yes. 

Mr. Manon. And you would authorize more money for the project. 
you would provide more. 

Mr. Brunpace. That is right. 

Mr. Manon. More for expenditure. 

Mr. Brunpace. It would be done together; that is right. 

Mr. Manton. Of course, you understand that you would really have 
the Congress and the country in a complete state of fiscal bewilder- 
ment in asking for so much money for contract authorization, in ask- 
ing for so much money to liquidate a prior year’s authorization, and 
so much money for anticipated expenditures. 

Now, at the present time. if we provide money for a program, 
Congress and the American people generally can understand it. If 
we provide $200 million for a carrier everybody knows about it, and 
it is very simple and plain, but if we just provide $5 million on 
contract authorizations, or $5 million more, or $10 million, you do 
not get a comprehensive picture of it. Do you see what T mean? 

Mr. Brunpace. I think it is a difference of opinion, Mr. Mahon. 

Mr. Anprews. Will the gentleman yield? 

Mr. Manon. Yes. 

Mr. Awnprews. In connection with what has been said about the 
cpportunity that the Congress would have to resurvey and reexamine 
and so forth each year on the contract authorization basis, I agree 
with what the gentleman from Texas has said, that the Congress is not 
prepared to supervise the expenditure of whatever money we appro- 
priate and that, in the final analysis, it is my opinion that the value 
that the Government receives for the money it spends depends entirely 
on the integrity, the commonsense and the ability of the man out in 
the field in the executive department who spends that money. 

That is all. 

Mr. Mauon. That is where we have to get economy. 

Mr. Rapparorr. All we are suggesting on the basis of all we know, 
and on the basis of the pattern that has been suggested so far, is an 
accounting improvement program and that is all. 


GENERAL AND SPECIFIC CONTRACT AUTHORITY 


Mr. Manon. Have you discussed this new proposal with the Comp- 
troller General ? 

Mr. Brunpace. Yes. 

Mr. Manion. Are you in agreement ? 

Mr. Brunpace. Yes. 
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Mr. Manon. The Comptroller General in his testimory before the 
Senate committee on the Kennedy bill said : 


Under the annual accrued expenditure basis of appropriation, the actual au- 
thorization would be studied in terms of broad authority to make commitments, 

In this same area he added: 

It is essential that initial authority which may cover a definite period, some- 
times as great us 5 years or more, be in the most flexible terims and requests 
for such authority obviously cannot be supported with detailed plans. 

Now, what would be the nature of this authority there ¢ 

Mr. Brunpace. I have not discussed that particular quotation with 
him, but my understanding of it was that that kind of authority 
would be one given by the Military Affairs Committee, or something 
like it. and that the Appropriations Committee, when if came to con- 
sidering it would give a definite contract authorization for a specific 
amount, for a specific project. 

Mr. Manon. In what manner would this Committee on Appropria- 
tions be expected to review such a request for broad authority which 
cannot be supported with detailed plans? 

Mr. Brunpace. | would consider that the Appropriations Com- 
mittee would be responsible for giving the contract authorization to 
spend the specific amounts, to contract for specific amounts and that 
what Mr. Caiapbell was referring to there was the broader authoriza- 
tion which some other committee would give for the general program- 
ing, not for the specific project. 

Mr. Marion. T think vou will find from reading his statement that 
he was referring to appropriations, but I do not have his statement 
before me at the moment. 


FINANCING OF AIRCRAFT CARRIER 


Let us go back to the method of requesting $200 million for a carrier. 
Would you request authorization from this committee for the whole 
carrier, or just for a little part of it? 

Mr. Brunpace. We would request an authorization from this com- 
mittee for the whole carrier. 

Mr. Manon. At one time vou would request wuthorization to make 
a contract ¢ 

Mr. Brunpacre. For the whole carrier, yes, sir, that is right. 

Mr. Manion. That would be phase one? 

Mr. Brunpace. That is right. 

Mr. Manion. Then you would ask for an appropriation of, say, 
<> million the first year / 

Mr. Brunpace. Yes, sir, that is right. 

Mr. Manion. Then you would ask for how much authorization the 
next vear ¢ 

Mr. Brunpace. The next year we would come up and say we had 
contract authority for $200 million and that we spent $5 million, and 
that we expected to be able to spend $25 million next year. We know 
then that the total carrier can be built out of the $200 million, so we 
are not asking for further contract authority. 

Then the next year we would come up and say we have contract 
authority for $200 million. We have spent $30 million of that amount 
and we expect to spend $80 million this next year, and it looks now 
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as if the totai carrier will cost us $205 million instead of $200 million, 
and we would like to have an extra $5 million authorization and you 
can say, well, prove to us that its cost has gone up, or we do not think 
you ought to spend more than $200 million; try to cut down on some 
thing, because we are not giving you any more contract authorization, 
or you could say, we will give it to you. 


iTEFMS ORDERED BUT NOT DELIVERED 


Mr. Manon. Under the proposed accrued expenditure basis of 
appropriating what would happen to that portion of the appropria- 
tion covering items which were ordered but not delivered ¢ 

Mr. Rappavorr. At the end of the year, that would not be an account 
payable. 

Mr. Manon. Would it be carried over into the next year? 

Mr. Rarrarorr. Yes, the order would be carried over into the next 
year and included in the following fiscal year’s appropriation to be 
liquidated from that appropriation. 

Mr. Brunpacr. The expenditure appropriation. 

Mr. Manton. How would this procedure differ from the existing 
practice under the annual appropriation method ¢ 

Mr. Rapparorr., Anything not received would lapse. That would 
be the essential difference. 

Mr. Brunpace. That is, unless it is in a no-year fund. 

Mr. Matton. It does unless it is in a no-year fund / 

Mr. Brunpace. Yes. 


CARRYOVER APPROPRIATION BALANCES 


Mr. Manon. Mr. Director, in your testimony on the Kennedy bill 
in the Senate, vou stated as follows: that 1s the unebligated balances 
of agencies- 


A part of these large carryover balances are now, as you might say, is 
reserved for contingencies to be used either+sthere.or somewhere else as the 
need arises. They were originally appropriated because they felt there was 
going to be need for this particular operation, but it had not been too clearl) 
defined and the details have not been worked out. 

Mr. Brunpace. Yes. 

Mr. Manon. Now, can you tell this committee how much of the 
funds appropriated for the fiscal year 1957, requested for appropria 
tion for fiscal vear 1957, for the executive branch fall in this nebulous 
category ¢ 

Ott the record. 

(Discussion of the record.) 

Mr. Manon. In other words, the quote I have just given was, I be- 
lieve, corrected, and you did modify it some in view of further 
consideration / 

Mr. Brunpace. I tried to clarify it. 

Mr. Manon. Yes, you tried to clarify it in the final version. 

Mr. Brunpace. Yes. I will give you the correction on that. 

(The information is as follows:) 

A part of these large carryover balances very often relates to specific items 
in which there have been changes and such funds have been used in connection 
with the revisions. 

While if you get contract authority it would be possible to obtain better 
control. 









is 
ie 
is 


ly 


e- 
er 


ms 
‘ion 


















S67 


; Mr. Manon. It disturbs me that the executive branch is coming to 
Congress and asking for money when it does not know what the facts 
are. Do you get what I mean ? 

Mr. Brunpacr. This is the carryover L was referring to, the carry- 
over that they did not obligate. | 

Mr. Manon, But it had been provided for a specific purpose, carry- 
over money, and the carryover money is no-year money, is not that 
correct ¢ 

Mr. Brunpacr. It would be in this case, yes, but when they come up 
with a justification, it is frequently for something on which the plans 
change, or the theater of the war may shift. There are all kinds of 
developments which come up, and that is why I like to have a reap- 
praisal every year of these things. One of the advantages, I think, of 
our proposed developments here is that we would not have these things 
carried over, or be used with quite as much flexibility. 

Mr. Taser. Will you yield, Mr. Mahon ? 

Mr. Manon. Yes. 

Mr. Taner. Is there not an agency review, on the part of the Bureau 
of the Budget, of expenditures, and would you not have the responsi- 
bility of impounding funds if the project goes sour? 

Mr. Brunpace. We try to whenever we can, and we may have given 
an apportionment for this amount because they were going ahead on 
the project and then they did not go ahead, and then they shifted 
into something else. 





RELIANCE IN BUREAU OF THE BUDGE’ 





Mr. Manon. There is a tendency in Congress to feel that when the 
Bureau of the Budget comes up and asks for money that the Bureau 
has made a very thorough study, and knows whereof it speaks, and 
that we can rely on the Bureau of the Budget’s opinion. 

Mr. Brunpace. In the actual presentation field, Mr. Chairman, but 
then other conditions change, or may change, and they frequently do 
change. 

Mr. Manon. When they do, then you take proper precautions? 
You do not need any encouragement from us, do you, to do your job 
there ? 

Mr. Brunpace. No. We are trying to find out about it by checking 
over the steps of some smal] and tremendously complex operations. 

Mr. Manon. Maybe your staff is entirely too small, but we must be 
able to rely on the executive branch to wisely and prudently handle 
the funds which we have in good faith given upon the basis of iron- 
clad recommendations from the Bureau of the Budget when money is 
requested. 

Do you get my point‘ 

Mr. Brunpace. Yes, surely. 

Mr. Manon. Does the Bureau of the Budget recommend to the 
President that he get budgets in on a firm and secure basis? 

Mr. Brunpace. I think we have to have a certain amount of flexi- 
bility. If the officials want so many dollars maximum to do a study in 
Mexico, we would react to what they do because you in Congress insist 
on it, for one thing. 

Mr. Manon. No; we do not insist on it. We do not handle foreign 
policy at all. That is a function of the executive branch. 
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Mr. Breunpacr. But there are complications included in all of these 
matters. We handled a lot of construction projects for some very 
large industrial companies and I cannot remember a single project 
that did not have dozens of additions and changes, reductions here 
and increases there. Those kinds of things just happen. If you did 
not, you would not be keeping up. If you have ever built a house 
yourself, you know how these things change. That is why so many of 
these occur. 


GOVERNMENT COMMITTED TO PAY 


Mr. Manon. But if you build a house yourself and you are wise, 
you will sit down and first figure out just exactly what you want 
before you let a contract, because you know that if you change your 
mind several times, the contractor will really get to you and the cost 
will skyrocket. However, if you know in the beginning what you 
want, you get a much better deal, and that is what I think the Gov. 
ernment might do, insofar as it reasonably can. I believe you wt!! 
agree. 

Mr. Brunpace. I certainly do; that is what we are trying to do. 

Mr. Manon. Of course, you cannot always co it. 

How would this situation which you are describing be improved by 
this accrued expenditure basis of appropirating / 

Mr. Brunvage. I think if you give a contract authorization for a 
project, for a base or an airfield or for a carrier, and then you appre 
priate so much money for the next year of this particular project, 
then they would have to come up to us the next year and we, in turn, 
would present to you what our new estimate of the total cost was and 
how much we expected to spend this coming year for that particular 
part of the contract. 

Mr. Manion. Of course, they would have contract authority, and 
would have exercised it, but the Gov srniment is just as much committed 
as if it appropriated the money. There is no dispute about that. 

Mr. Brunpace. You are authorized to go ahead and make a contract, 
but you are not committed as to how you are going to spend it within 
that authorization. 

Mr. Manon. After you have committed your money on a contract 
through the executive branch, you have to deliver the goods or pay 
penalty for breach of contract. 

Mr. Brunpacr. Yes, but not in detail as to how it is going to be 
performed. 

Mr. Matron. I do not see how the new basis would help us in par- 
ticular there. 


FOUR BILLION ANNUAL SAVING 


Now, this figure of $4 billion saving is $4 billion annually, I assume, 
or it may be just a one-shot saving. 

Mr. Brunpacr. No; it is supposed to be the annual saving. 

Mr. Manon. That is very interesting, this $4 billion annual saving 
through improved accounting and changed methods of appropriating. 
How much of the alleged saving could be claimed through a change 
in the method of appropri: iting / 

Mr. Brunpace. I am not responsible for that estimate, and I am not 
prepared to estimate any particular saving from any particular seg- 





S69 


ment of this thing. I think it is going to help, I really do, but I do 
not know how you can evaluate it. 

Mr. Manon. If the agencies do a good job in computing their 
requirements, and if you do an adequa ite job in the Bureau of the 
Budget. in your determination of whether or not their requirements 
are sound, there is not much left for us to do but to provide the money, 
generally speaking, would you say ¢ 

Mr. Brunpace. Are you referring to the present system or in 
ceneral / 

Mr. Manion. Any system. 

Mr. Brunpacr. Yes, that is right. My answer is “Yes. 

Mr. Manon. Do you see much chance for saving? If a good job is 
done in the executive branch, then how can we accomplish saving here é 
We can reduce funds, and we can spend less money, but I am talking 
about the efficient operation of the Government. I do not see how a 
change in the appropriation method would cut very deeply into that 
field. 

As T understand it, you take the position that the Bureau of the 
Budget in the past has not done as thorough a job as it should have 
done in ev: aluating the monetary requirements of the Federal Gov- 
ernment ¢ 

Mr. Brunpace. I think it is a very difficult job. How much better 
our performance would have been if we had had double the staff or 
four times the staff, I do not know, but I would like to see a better 
job done than the one we are doing now. 

Mr. Manon. In other words, I assume you would say that under 
both the Democratic and Republican administrations, the Bureau of 
the Budget has not been able to do an adequate job / 

Mr. Brunpage. No, I would not say adequate. I think I would like 
to see a better job done. IT think, as a matter of fact, that the account- 
ing of the Government has steadily improved since the war under 
both administrations. In fact, I think that this joint accounting pro- 
ject of the General Accounting Office, the Treasury and the Bureau 
of the Budget has accomplished a lot in the last 3 years. I would like 
to goa little faster. 

Mr. Manon. If we should give you additional funds for an adequate 
staff, do you think it would be possible to pinpoint, then, what savings 
might really be made, whatever the sum might be, $4 billion or $4.00 
million ? 

Mr. Brunpace. T think I could come along afterward and point out 
what we had saved. I am not willing to forecast a year ahead, to 
forecast what the savings are going to be. 


es 


IMPROVED ACCOUNTING PROCEDURES 


Mr. Manton. Coming back to the need for improved accounting pro- 
cedures, Which you stress, and which this committee has also stressed 
many times, would it not be better to first get your accounting house 
in order under the present system and establish a firm base, so to 
speak, and then start thinking about a change or instituting a change ¢ 

Mr. Brunpace. That is what I am proposing. 

Mr. Manon, That is what you are proposing now / 

Mr. Brunpaae. Yes, sir, that is what I am proposing or thinking. 

Mr. Manon. Off the record. 

(Discussion off the record.) 



















Mr. Manon. When would you start this contract authorization 
procedure? Would it be in the 1958 budget ¢ 

Mr. Brunpace. Oh, no. I would like to get my accounts on an ac- 
crued cost basis first and then I will come up and have your thorough 
review before we take any step in that direction at all. 

Mr. Manon. Mr. Brundage, I am not an expert in this field, and 
I have an open mind on many of these problems. I am not trying to 
ask you embarrassing questions. It is easy to ask difficult questions, 
and difficult to find any answers to many of the questions which con- 
front Congress and the executive, but I am just concerned about this 
matter and disturbed about it. I realize that our present system is 
not perfect, and I do not want to get a system which is less perfect. 
Just because your proposed accounting system may be an improvement 
and of benefit to the agencies and the Bureau of the Budget, 1 would 
not want to apply that to the appropriations practices until 1 know 
more about it. 

That is all, Mr. Chairman. 

Mr. Taber asked me to yield a while ago, and IT will vield to Mr. 
Taber. 





CONTRACT AUTHORITY 





IN OTHER THAN APPROPRIATIONS 

Mr. Taser. Perhaps the most outstanding example of contract au- 
thority is the Federal-aid highway construction program, and that 
is probably the worst menace to our financial structure that we have 
to face. There we have broad authority given to the Public Roads 
Commissioner to enter into obligations which bind the United States 
Government, and it is granted for 5 years in advance, and that au- 
thority is absolute. 

I am wondering, did the Bureau of the Budget recommend this new 
highway bill with that provision in it? 

Mr. Brunpace. Our recommendation was that no payments be 
inade whatever unless the funds were available in the trust fund, and 
that was approved. In other words, the tolls and the other charges 
and the taxes would be collected and would be in the bank before an 
payments were made on the highway program. The ‘Treasury took 
that position also. 

Mr. Taper. Now, I am told that there is no contract for the con- 
struction of items like carriers with navy yards which build some of 
them. 

Now in that particular case, except for the minor items, there 
would have to be no legislation providing appropriations exe ept from 
year to year, anyway. That is true; is it not? 

Mr. Brunpace. I think so; yes. I think they just have a work 
order. 

Mr. Taser. That is all I was talking about when I asked the gentle- 
man to yield. 


MANAGEMENT CONSULTANT CONTRACTS 





Mr. Suepparp. I notice in your statement in the justifications, at 
the bottom of page 3 you say: 
* * * The result should be specific savings in money and manpower. In this 


respect the Department of Defense appears to be an especially fruitful area for 
a more concentrated examination of accounting systems and methods. 
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Now you have been on the performance budget examination and 
accounting improvement program for the past 5 years with the Office 
of the Assistant Secretary of Defense, the Comptroller, and, resulting 
from those operations, we have had contracts with Price, Waterhouse, 
and various and sundry other recognized people in their profession 
and, so far as I know, the major portion of the recommendations 
emanating from those people have been complied with. Whether that 
has been in its entirety or not remains to be seen. I am not sure on 
that, but I presume to a major degree. In other words, it would 
occur to me that even after spending the amount of money the Appro- 
priations Committee has appropriated for the implementation of such 
consultant contracts as Price, Waterhouse, and others of like charac- 
ter, we still have a considerable distance to go in order for you to feel 
you would have an adequate control in the cost accounting system they 
are presently dealing with? 

Mr. Brunpace. That is correct. 

Mr. Sueprarp. Perhaps I have a misconception here because your 
request, as I interpret it, is for increased manpower in order to 
strengthen and improve the system in your office and jointly in other 
agencies of the Government ? 

Mr. Brunpace. That is right. 

Mr. Sueprarp, T notice from your comments here that you specifi- 

eally address yourself to the fact the Department of Defense is one 
= the most fruitful fields for this — 

Mr. Brunpace. That is correct, ves, sir. These improvements have 
been going on for some time and fon have made very substantial im- 
provements in certain areas. For imstance, in some of the air depots, 
in certain of the airfields, in the so-called dollar inventory control 
and the Army inventories. — It os still going on, but the Jomt Account- 
ing Program has not made very fast progress in Defense. And what 
has happened to make me feel we ought to do this thing now was the 
fact that in going over the last report of this Joint \ccounting Pro- 
gram with the Secretary of the Treasury and with Mr. Campbell, 
Comptroller General, they both thought that by the use of the budget 
process we could make faster progress in Defense. 

Mr. Suerrarp. | think I can understand why that interpret tation 
of authority might exist, because you are the arm of the President and 
any orders you issued to the branches of the Government under your 
jurisdiction I assume would be complied with. 

Mr. Brunpace. Yes. 

Mr. Sueprparp. Now I would like to ask whether or not you have in 
the past, or since your tenure in office, addressed a communication to 
the Office of the Secretary of Defense wherein you have requested that 
more accurate accounting be made available to your department in 
order that you could have a more accurate budget for presentation to 
the Congress ¢ 

Mr. Brunpacr. Not in that form, no. I have had a number of con- 
ferences in the 2 years I have been here both with the Secretary of 
Defense, with the Assistant Secretaries for Financial Management. of 
each of the services, and with Secretary McNeil and his staff. There 
is not a week goes by that I do not spend hours over there wor king on 
this. 

Mr. Suepparp. And as a result of the conferences you have had with 
them there is some improvement, but they still have not met the cri- 
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teria in the Department of Defense as to adequate accounting infor- 
mation for your Department ? 

Mr. Brenpace. I do not. feel we are making as fast or thorough 
progress as we ought to make. I think we are making progress, but 
it is too slow, I think. 

Mr. Suerrarp. If my information is correct, I am under the impres- 
sion we presently have underway contracts in the different depart- 
ments of the military that run into a considerable amount of money, 
compared to your request here, for continuous survey and recom- 
mendation by the various and sundry organizations in the accounting 
profession.- Would it be your suggestion that we have a discontinu- 
ance of these outside firms and put the responsibility in your office— 
and that is what I think you are attempting to attain—where ap- 
parently it belongs? 

Mr. Brunpace. I think some more responsibility should center in 
the Bureau. However, these contracts, T believe, have already been 
made through the different services, or through the divisions. T have 
not had anything to do with them; T do not think anybody in the 
Budget has. 

Mr. Rarrarorr. No: not in Defense. 

Mr. Sueprarpb. Do you get any benefit from the results of the serv- 
ices rendered by these people? 

Mr. Brunpace. Oh, ves, indeed; we take the maximum advantage 
out of it that we can and we want to integrate it. We do not want to 
lose anything that has been gained. But the operaions are so vast and 
so complicated that the use of the various control devices is open to a 
lot of differences of opinion. You take the use of these so-called 
working funds and stock funds which Mr. MeNeil is particularly 
fond of and which I think he wants to put in other areas: We think 
there are other ways of accomplishing the sam* control with perhaps 
a little less expense and not quite so cumbersome. 

Mr. Suerrarp. The question that annoys me more than anything 
else at the moment is that the respective committees or, at least, the 
committee I have jurisdiction over, were told when the industrial fund 
and the stock fund were sought to be utilized. that it would give the 
required surveillance of expenditures so that they would have a much 
better control factor, and they did not contemplate any future trouble. 
Yet you people are appearing here today for further clarification. 
The thing in my mind is this—where will this clarification responsi- 
bility be placed, is it finally going to be in some authority that we can 
depend on / 

Mr. Brunpacr. Mr. McNeil feels that by charging one department 
for the operation at a depot that the commanding officer of that 
operation is going to be a little more careful about having anything 
unnecessary done. 

Mr. Suepparp. How do you feel? 

Mr. Brunpace. I sort of feel I agree with something you said a 
little earlier. I think it is management that is going to accomplish 
savings, and I think we want to give management the best deal we 
ean. I think the industrial fund is a good deal in certain areas, and 
also the working fund; but I think we want to increase the accrual 
accounting system where we can make comparisons between years, 
between operations, and between depots. I think a good manager can 
accomplish just as much or even more than just relying on the indus- 
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trial fund. Iam a great believer in proper cost comparisons. I do 
feel that is where you really get results. 

Mr. Suepparp. I think that is a very good approach to it. How- 
ever, I am wondering what effect we will have by not appropriating 
funds where there is considerable question in the mind of the fabri- 
‘ators, that is, in the plane-building profession and that of the ship- 
building profession, in having funds appropriated strictly on a fea 2 
basis because of the expenditure and the accumulation of manpower, 
and so forth, that they had to take on in order to complete the itera 
involved. My experience was we had one example of a firm that was 
a costly operation, where they had to go back and do it all over again 
and at tremendous cost to the taxpayers, and we recently had in plan- 
ning a million dollars involved and, while a million in the total budget 
is not so much, it becomes quite an item if an error is made. This 
had to do with preplanning. And I believe from your own experience 
in private industry, the particular people that were authorizing the 
building or fabrication invariably had blueprints available for the 
contractors, so that the contractors knew exactly what they were bid- 
ding on; did they not? 

Mr. Brunpbace. That is right. 

Mr. Suepparp. That would be indicative of the fact that the better 
preplanning we have, the more authoritative an item in its monetary 
request may be. Is that correct ? 

Mr. Brunpace. I thoroughly agree. 

Mr. Suepearp. Then I assume you would approve of the funds the 
committee recently put into the public works program, or, rather, 
the military program for construction, for preplanning purposes be- 


fore the finalization of those contracts, than just the so-called pre- 
programing that has heretofore been done ? 

Mr. Brunpace. I am all for more careful investigation, more 
thorough planning and efficient operation. 


PROPORTION OF BUDGET IN CONTINGENCY REALM 


Mr. Suepparp. What would be your opinion if I would ask for an 
approximate ‘ategory—take your total budget requirement presented 
to Congress for this fiscal year, what percent: ige of that would you 
consider in the undeterminable ¢ ‘ategory, using the total budget funds? 
I do not expect your opinion to be an accurate figure on the program, 
but would you consider 25.5 or 30 percent would be anything near in 
your calculations? 

Mr. Brunpbace. I have not given any thought to that. I would 
not think it was anything like as much as that. 

Mr. Surrparp, Would any of your assistants, in screening the pro- 
gram, have any idea of the percentage? 

Mr. Rappaport. No; I would not have any judgment on that. 

Mr. McCanopvess. | am not sure I understood your question. 

Mr. Suerrarp. Taking the total budget set up by the military 
what percentage of the total would you feel falls in the undetermin- 
able financing concept ¢ 

When vou are in the electronics field, [ know you are still out on the 
drawing board; that much of that thing has been experimental or is 
still on the drawing board in the scientific business; but, out of the 
total budget, if you have an opinion, what would be the total involved ¢ 
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Mr. McCanpuess. In the military ¢ 

Mr. Sueprarp. Yes. 

Mr. McCanpuess. There is an element in the full life of the program, 
but how much it would be in the total I do not know. 

Mr. Surprarp. What part would you say in the construction budget, 
as against that of operation, is not firm ¢ 

Mr. Brunpac .. “heir original proposals to us usu: tlly come to very 
substantially more than we finally agree on and we say, “In the justi- 
fications, we do not think you have made a very good justification. 
We think you should cut that out. We think this sounds all right, 
but do you need that much?¢ This is not any good at all. We will 
take that out. This looks all right. This should go back and be re- 
worked.” 

It isawfully hard to say, without taking each item at a time. When 
we get through with it, we think we have a pretty reasonable deter- 
mination in that particular area. 

Mr. Suepparp. Then you feel the budget that comes up to Congress, 
and my specific inquiry at the moment is in the construction field, is 
a pretty firm budget ¢ 

Mr. Brunpace. I would not like to say it is a firm budget. I think 
it isa pretty reasonable budget that comes up. 

Mr. Suepparp. I know you are not intentionally trying to be evasive. 

Mr. Brunpacre. No. 

Mr. Sueprarp. Because you are not that kind of an individual. 
But I am trying to get a common denominator of understanding. 

Mr. Brunpace. Suppose they say “We need $2.5 million.” I say 
“I do not think the indication has been that you need $2.5 million this 
year. Maybe you are going to need it over the next 2 or 3 years,” or 
something like that. 

Mr. Suerparp. Are you talking programwise, or dollarwise / 

Mr. Brunpace. Both programwise and dollarwise. If we finally 
cannot agree on it, then I go up to the President and say “From the in- 
i geo at our disposal, it does not seem as if they need that money 
this year.” Then the Defense Department comes up and explains 
why they ‘think they do need that much money for this year. 

Mr. Sueprarp. Is that before the Budget. Subcommittee agrees, or 
after ? 

Mr. Brunpace. Before. 

Mr. Sueprarp. Then after having gone through that process by and 
between the Department and, if necessary, on appeal to the President, 
you do feel that they came up this year with a budget of a reasonably 
firm character in the construction field ¢ 

Mr. Brunpace. Yes. 

Mr. Snepparp. Again I am going to ask you what percentage of 
deviation would you consider that would not be firm / 

Mr. Brunpace. I would have to go over it item by item, I think, 
to express any intelligent opinion on that. Some of the items, I think, 
were definitely of greater priority than others. 

Mr. Sueprarp. In the military phase it certainly was. We asked 
them for a priority list. We got it, and they went down and indicated 
1, 2, 3, 4, 5, 6, and 7 and, after we got the priority list, about 6 days 
thereafter, they changed the list and took some items as far from the 
top as 264, and put them up around 27 and 28. 

Mr. Brunpacr. They change every day. 
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Mr. Suerrarp. What [ am trying to get at is the firmness of the 
policy involved. 

Mr. Brunpace. It is awfully hard to evaluate. | agree it perplexes 
me when we have been over an item and then they come in and decide 
they need something else more than they need this, that they presented 
before. And they start all over again. That happens all ‘the time. 

Mr. Surprarp. Of course that originates at the policy level, | 
presume ¢ 

Mr. Brunpace. I think it is something that has urgently developed : 
something has happened in Indochina, Korea, or something of that 
kind, 

Mr. Suepparp. Which creates a change in policy / 

Mr. Brunpacr. That is right. 

Mr. Sneprarp. So it must obviously hinge upon the policy? 

Mr. Brunpacr. That is right. 


JOINT ACCOUNTING IMPROVEMENT PROGRAM 


Mr. Gary. Mr. Brundage, in 1950 the Congress enacted the Ac- 
counting and Auditing Act of 1950. The purpose of that act was to 
modernize and i improve the general accounting system of the Govern- 
ment: to provide for the installation of proper systems in the various 
departments and agencies and in the declaration of policy it is said: 

It is the policy of the Congress that the Comptroller General of 
States, the Secretary of the Treasury, and the Director of the Bureau of the 


Budget conduct a continuous program for the improvement of accounting and 
financial reporting in the Government. 


the United 


Now just what changes do you propose to make in that act which 
was based largely upon recommendations of the first Hoover Com- 
mission ? 

Mr. Brunpace. That program to which you refer, Mr. Gary, was 
what we called the joint accounting program. 

Mr. Gary. That is right. 

Mr. Brunpace. Of the General Accounting Office, the Treasury and 
the Bureau of the Budget. 

Mr. Gary. At the time this was adopted, I was chairman of the 
subcommittee handling appropriations of the Treasury Department, 
and I was very much interested in and very close to that program. 
We felt that there you had sufficient law to bring about such improve- 
ments as were necessary in the accounting system. Now wherein has 
that law fallen down and what changes are you proposing to make in 
it? 

Mr. Brunpace. It has not fallen down, but we have been making 
continuous ¢ hanges and Mr. Armstrong has been the Budget Bureau 
representative responsible for meeting with these other Government 
departments and all through the year is working continuously. And, 
particularly in Defense, we do not seem to have made the progress 
which we would like to see, and it was Walt Frese, as a matter of fact 
of the General Accounting Office who came to my office and said— 

I think that the Bureau of the Budget ought to take over a little more respon- 
sibility because I think we would accomplish more from the budget process than 
we are able to accomplish just working as a separate accounting project. 

I took it up with Mr. Campbell, and Mr. Burgess on behalf of the 


Treasury, and they seemed to think that was desirable. That was 
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just about the time the Hoover Commission Report came out. So we 
decided to dovetail them together and accomplish the same thing. 

Mr. Gary. Walt Frese headed a division in the General Accounting 
Office ? 


Mr. Brunpacr. That is right. 
CHANGES WITHIN GENERAL ACCOUNTING OFFICE 


Mr. Gary. Is it your opinion, or does this plan we have before us 
now contemplate junking Walt Frese’s division ¢ 

Mr. Brunpace. Not at all. 

Mr. Gary. I do not mean “junking,” but transferring his old divi- 
sion to the Budget Bureau ? 

Mr. Brunpacr. No, indeed. 

Mr. Raprarorr. May I state this: Mr. Frese’s division has been 
merged with the Auditing Division in the General Accounting Office, 
and this happened some time ago. The people Mr. Frese had in his 
organization are now in the auditing organization and they are going 
to function in both areas, both the systems and the auditing areas from 
now on. It is our purpose to work with him. 

Mr. Brunpacre. The General Accounting Office and the Treasury 
Department are going to speed up the process we are talking about. 

Mr. Rarpaporr. Essentially we are not asking for any change: we 
are just asking for more manpower to do the job that should have 
been done more speedily in the past. 

Mr. Gary. What I am wondering about is, under our old system the 
Burean of the Budget had certain functions in connection with budget 
and accounting; the General Accounting Office had certain functions 
in connection with accounting and auditing; the Treasury had certain 
functions in connection with accounting and auditing. 

Mr. Rappaport. That is right. 

Mr. Gary. To unify the efforts of the 3 departments, the joint pro- 
gram was inaugurated in which all 3 would be represented ¢ 

Mr. Rappaport. That is right. ° 

Mr. Gary. Are we now breaking that down and going back to the 
old system with a division under you, a division under the General 
Accounting Office, and a division under the Treasury ? 


INCREASE IN BUREAU ROLE 


Mr. Raprarorr. No, sir. I just want to repeat what I tried to say a 
minute ago, that we are going to carry on with this joint program 
in precisely the same way it has been carried on in the past. We wish 
to speed up the process. There has not been enough manpower in the 
past. 

Mr. Gary. Who is going to have the specific responsibility for in- 
stalling proper systems in the various departments and agencies of 
the Government? I think that is one of the important questions. 

Mr. Rapparorr. It has been done by the joint accounting program ; 
united to do this job. 

Mr. Gary. What is this new force you are asking for going to do/ 

Mr. Raprarorr. We are just going to increase the number of people 
needed for this purpose. 
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Mr. Brunpace. How many people did you have? Mr. Armstrong 
has the figures on it. 

Mr. Armsrrona. The force was increased by two, 2 years ago. 
There are eight now. 

Mr. Brunpace. We hope to add about one-half of those requested 
to that force. It has not been decided yet; but 1 would imagine, since 
Mr. Frese is going to be at Harvard for a year that possibly they might 
feel Mr. Rappaport should act as the chairman of this group during 
this year and then decide what to do after that. 


NO DIRECTING HEAD OF JOINT PROGRAM 


Mr. Gary. Does the joint program have any managing director or 
anybody at the head of it? 

Mr. Rarparorr. Mr. Frese has been the chairman of it. 

Mr. Gray. That is what I thought. Now is it planned to switch 
his activities to your department ? 

Mr. Rapparorr. He was only chairman of the group. 

Mr. Brunpace. You see, the General Accounting Office took the 
ce, in this joint program and I think that is where the whole 
program has fallen down. 

Mr. Rappaport. Because they contributed the largest number of 
personnel to this program—they contributed something like 70 or 80 
people, whereas we contributed something like 6 people. 

Mr. Gary. Who did? 

Mr. Rappaport. The General Accounting Office. They had that 
many people; we had only 6 or 8; so, naturally, they assumed the 
leadership in the operation. 

Mr. Gary. Is this going to lessen the activities of that division of 
the General Accounting Office at all? 

Mr. Rappaport. We hope not. 

Mr. Gary. But that division, you say, has now been merged with 
the Auditing Division ? 

Mr. Rappaport. Has now been merged with the Auditing Division. 

Mr. Gary. Is not that where the program has fallen down? I have 
the highest respect for Mr. Frese, 1 want to say: I think he is a very 
able man; but I have had some suspicion the last year or so that the 
joint accounting program was not doing so well because it had no 
specific direction and I have sensed that it may be because of the 
merging of his division with the Auditing Division in the General 
Accounting Office. You will never get anywhere if you do not have 
some specific setup to direct the joint accounting program. 

Mr. Brunpace. I have not discussed this particular point with Mr. 
Campbell yet; but, if you lp our supplemental, l intend to sug- 
gest that Mr. Rappaport act as the chairman of this program for next 
year on a trial basis. 

Mr. Rappaport. We will have greater rights in this program if we 
can get more people to contribute to it. 

Mr. Gary. What is the Treasury doing on the joint accounting pro- 
gram? I am sorry to say I have had the feeling that the Treasury 
probably has been dragging its feet in that program. 

Mr. Rappaport. They have devoted a considerable amount of their 
time to their own problems. 

Mr. Gary. But not much to the joint accounting program, I fear. 

78170—56—pt. 2——19 
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Mr. Brunpace. We did quite an operation, I mean the joint account- 
ing program did quite an operation, on the Treasury in the last 2 years. 

Mr. Gary. The Treasury Department has done an excellent and out- 
standing job in its own accounting program and in its various divi- 
sions; the Coast Guard has installed a new system which is regarded 
as a model that the other agencies might follow, and the Bureau of 
Customs and the other divisions of the Treasury have greatly im- 
proved their procedures. 

What I am interested in is arousing the other departments and 
agencies of the Government to do a similar job. That was the pur- 
pose of the joint accounting program. Somebody has to do it. Who 
will do it? 

Mr. Raprarorr. That is the object of this project we are talking 
about, to arouse them, to enthuse them and produce faster results. 

Mr. Gary. You still have to have somebody in authority. Is the 
Bureau of the Budget going to have charge or is the General Account- 
ing Office or the Treasury Department or are you going to unite your 
forces and put somebody in charge of a joint program to represent all 
three Departments? That seems to me to be the way to do it. 

Mr. Raprarorr. In my judgment I think the latter. 

Mr. Gary. That is my judgment. I ama lawyer and I do not pro- 
fess to be an expert in accounting, but I do know that no program 
operates smoothly and properly unless somebody heads it up. 

Mr. Rarparorr. Your viewpoint is correct. 

Mr. Gary. Whether it should be the General Accounting Office or 
the Budget Bureau or the Treasury Department I am not particularly 
interested. I thought we had solved the problem when we designated 
all three of them to participate in a joint program. I do think, 
however, that to make that joint program effective somebody must be 
employed to put the program into effect. I am thoroughly in favor 
of better accounting methods, but I am just not certain that the appro- 
priation to your Department alone, unless there is a definite under- 
standing on this entire problem, is going to help. 

Mr. Rarraporr. We have had conversations with the General Ac- 
counting Office people and I am satisfied that an arrangement can be 
worked out which will be effective and efficient and produce results in 
this area. I agree with you that someone in this group should be ap- 
pointed chairman to take the responsibility of seeing that the program 
progresses rapidly and effectively and I have no doubt that an ar- 
rangement like that will be worked out. 

Mr. Gary. Unless it is I do not think any amount of money we ap- 
propriate will have any great effect. I do not think it is a question of 
appropriation, I think it isa ~~ of implementing the program by 
employment of proper people and giving them ample authority to 
operate. Some divisions and agencies of the Government I know 
are very anxious to improve their accounting methods and procedures. 
The Post Office Department has been working on theirs for some time, 
but you have other departments in a rut, that prefer to operate in a rut 
and do not want new methods. Somebody ie got to have the au- 
thority to force them to install proper accounting systems and pro- 
cedures. 

I want to know who is going to do that because you will not get any- 
where until it is done. 
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Mr. Brunpagce. That is sound. That is part of the reason we gave 
this so much publicity with a message from the President as we 
wanted to give it a little more impetus. I think we are going to get 
it. But I think your idea of a chairman in direct charge full time is 
good. Or perhaps we might have a director of the project and have 
him serve as chairman. 

Mr. Gary. That ismy thought. There must be a director and some 
body to coordinate the activities of the General Accounting Office, the 
Bureau of the Budget, and the Treasury in my judgment before you 
get a well-rounded program. You will approach the matter from a 
budgeting standpoint, the General Accounting Office will approach it 
from an accounting standpoint, and the Treasury has its functions 
in connection with it, but until you get a director to study the problem 
as a whole and to coordinate the activities of the three departments I 
do no think you are going to get maximum results regardless of what 
we appropriate here. 

I am perfectly willing to vote for any necessary appropriations for 
that purpose. I have no idea that any changes you make in your ac- 
counting procedures will save the Government anything like $4 billion, 
but I think it will result in greater efficiency of operation. After all, 
that is what we want if it does not save a penny. It will give you a bet- 
ter check on Government accounts, we will know whether the money is 

spent efficiently and it will give you better auditing procedures so that 
you know that your funds are being honestly spent. I think the peo- 
ple of the United States have a right to demand that. They are put- 
ting up billions of dollars a year of their hard-earned money to 
operate this Government in the most elaborate operation any Govern- 
ment has ever had in all history, and I think they have a right to de 
mand that sufficient accounts be kept of those expenditures to enable 
them to know that their Government is being efficiently and economi- 
cally and honestly administered. Anything that you can do to im- 
prove the accounting system certainly has my most hearty support, 
but I do think before we get anywhere we are going to have to have a 
director for this joint accounting program. 

Mr. Brunpace. I will see that we do it. 

Mr. Gary. I am not speaking as an expert but I do hope you will 
give very serious consideration to that thought. 

Mr. Manon. Dr. Fenton. 

Mr. Fenton. Mr. Chairman, I do not know that there is much left 
to say after hearing the testimony this afternoon; remarks that are 
very well taken. 

You are here today to receive consideration for your appropriation 
to carry through the suggestion of the Hoover Commission. Of 
course, this is not a legislative subcommittee to grant author ity to you. 

As I understand the situation, you are charged with i improving ac- 
counting, internal controls, and financial reporting in the various 

agencies, and that you have been more or less stalled because of insuf- 
fic ient personnel to carry through on all those things. 

Mr. Brunpage. It has not gone as fast as we would like, that is 
right, sir. 

Mr. Fenton. I am neither a lawyer nor an accountant and if there 
is any way in which you can make it easier for the membership on 
subcommittees to understand some of these proposals by the various 
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departments, I am sure each and every one of us will appreciate it. 
Mr. Brunpace. We will try. I would like to see it made more 
simple. 
OPPOSITION TO ACCOUNTING IMPROVEMENTS 


Mr. Fenron. We all want to do the best we can and we all want 
to save as much money as we can. I take it that you have opposition 
from various sources, perhaps in the various departments, toward 
some of these suggestions ? 

Mr. Brunpace. Yes. 

Mr. Fenton. I also take it that you have sufficient authority now 
to go ahead without any legislation. 

Mr. Brunpace. We do; yes, sir. I might say the opposition is pos- 
sibly of two types. One, just unwillingness to change because they 
understand the present procedure and do not want to try anything 
new, but a good deal of it is because they want to do it in a different 
way. That is our main difference with Mr. MeNeil. I think he is 
in favor of our objective but he thinks it can be done in a way which 
he understands and knows more about than in the way which we think 
would be cheaper and more effective in the long run. You find those 
kinds of differences among perfectly sound and capable people. 

Mr. Fenton. For the record, who is Mr. McNeil? 

Mr. Brunpace. Assistant Secretary of Defense. 

Mr. Frenvon. Is there not some person or persons who has authority 
in this Government of ours who shall define what accounting system 
we have to have? 

Mr. Brunpace. I think it is separated somewhat in the Budget and 
Accounting Act. I think it is given both to GAO and the Bureau of 
the Budget and so far we have been working very closely together and 
we have been in agreement on our main objectives. We meet continu- 
ally with them so that is no cause of difference at all. 

Mr. Frenron. You do have some opposition, however, from other 
sources / 

Mr. Brunpacr. Yes, we have had considerable. 

Mr. Fenton. I note the gentleman at the end of the table read a list 
of agencies that are now functioning along ss line you propose. You 
mentioned a lot of bureaus which I believe are all mostly in the Depart- 
ment of the Interior, is that right ? 

Mr. ArMsTRONG. Several of those are in Interior, five bureaus there. 
I think Interior is one of the departments that has made very good 
progress in installing better accounting systems and in integrating 
budgeting and accounting and reporting. 

Mr. Fenton. Southeast and Southwest Power? 

Mr. Armstronea. Yes. 

Mr. Brunpace. The civil functions of the military, Corps of Engi- 
neers, is one in that area that has done anything to completion, has 
actually carried through on it. 

Mr. Fenton. I want to do everything I can to assist in improving 
the system. I know you have to please a lot of people and I know you 
have a tough job. 

Mr. Brunpace. We appreciate your committee’s support and help 
in this activity. 

Mr. Fenton. I do not think I have anything else, Mr. Chairman. 

Mr. Anprews. Mr. James. 


-~ 


—_— N 


> 


a <=. | 


i smn ion 


881 


Mr. James. Mr Chairman, I think Dr. Fenton has made the point 
of the day here. If anybody can do anything to make some of the 
budget requests before some of our committees a little more compre- 
hensible, they will achieve a work of great importance to the Congress. 

I have been brought up to have a high and holy respect for business- 
type accounting and business-type budgeting and I consider that the 
inclusion of inventories and work in process and advances on contracts 
are all includable in any accurate determination of what a budget 
should be. 

I suppose that including such items in the budget requests that come 
before the Congress may be a long process, but I think it can be done 
and if it is worked on little by little and we become accustomed to the 
bit and bridle of a business-type budgeting system, the future gen- 
erations of Congressmen will be grateful for it. 

We have gone to quite some extent this afternoon in hearing about 
examples. We have built a great carrier here this afternoon that cost 
a couple of hundred million dollars, and we have talked about great 
construction projects which run into very important money, but there 
are literally hundreds of thousands of instances in the operation of this 
great Government where things of lesser value, but in the aggregate 
of just as great importance, that do need, I believe, some closer exam- 
ination. I think one statement that was made here this afternoon is 
the key to the whole situation and that was “we need better account- 
: ” 
ing. 


USE OF CONTROLLER ORGANIZATIONS 


I notice in your statement under the general caption of “Financial 


Organization” you refer to the Commission’s recommendation—“It 
suggested use of the controller organization is to insure adequate atten- 
tion to accounting needs in relation to the budgetary functions.” 

In my book that is everlastingly true and I wonder how many of the 
executive agencies of this Government do have the controller-type sys- 
tem. Do you know? 

Mr. Brunpace. The State Department has a controller; Defense 
does and each service has its Secretary for Financial Management 
which is the same as controller. Interior is split up in its operations. 
They have a decentralized authority like Reclamation and Indian Af- 
fairs, and so on. They are split up and some have and some do not. 
I would guess about a dozen would have it. 

Mr. Armstrone. Two or three of the other large ones would be 
Veterans’ Administration, Health, Education, and Welfare, General 
Services Administration, Atomic Energy Commission. 

Mr. James. They all have controller organization but there is no 
uniformity, I understand, among them, none whatever. 

Mr. BrunpaGe. That is right. 

Mr. James. In getting good accounting on the overall picture would 
it not be a worthwhile project to start with organizing some kind of 
uniform controller system that would be useful and appropriate in 
all instances? 

Mr. Brunpace. I think it could be geared to each individual opera- 
tion, but there should be someone in that responsible position. I 
think you have that in mind? 

Mr. Rappaport. Yes, indeed. 
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Mr. James. I have heard the words “budget officer” used in con- 
nection with one important agency of Government, and having had 
some small experience with that particular department, I have about 
concluded that the job of that budget officer is to take the money 
allotted and split it up among the various functions of the agency and 
from there on just sort of see that they do not overspend or underspend. 
That is not quite what I think of when I think of a comptroller’s job 
in any business or enterprise, including Government. 

Mr. Brunpace. You are quite right. 

Mr. James. Just listening to the discussion this afternoon, it seems 
to me if we have a great weakness—and I am not prepared to say that 
in Government we do have a great weakness—I do not exactly go 
along with the idea that there is $4 billion lying around somewhere 
to be collected by some few improvements—but I think that a better 
understanding would be had by the Congress when requests for funds 
come before the Appropriation Subcommittees, if we could have a 
detailed statement that would indicate to us, not necessarily for final 
determination, what money has been obligated, what money is in 
inventory, and what money has been advanced on contracts, and items 
of that sort. It might even make us a little more lenient: if we had 
something of that kind before us when we are determining what 
amount of money should be appropriated. 

Mr. Brunpace. We will watch this controllership and make a report 
to your committee. T will make a point of it next year. 

Mr. Jamrs. What would seem to be one of the most important needs 
in connection with business-type accounting and budgeting. 

Mr. Brunpace. That is right. 

Mr. Anprews. Mr. Taber. 

Mr. Taser. I have been watching this thing a long time. It has 
been absolutely impossible for the Appropriations Committee for 
years now to get a good picture of the Defense Department’s opera- 
tions. 

Some of the departments, I might say the Treasury and the Post 
Office, have been pretty well whipped into line and maybe some of the 
others, but until you get rid of that performance budget you are never 
going to get anywhere and be able to find out anything about the way 
the Defense Department spends its money. I can give you illustration 
after illustration and you just have to take such things as the Defense 
Department and the foreign relief on faith. That is the only way 
they get any money. That is my experience. 

I do not know whether you are ever going to get anywhere. Ido not 
think either one of these bills will do anything to give you a picture 
that will allow you to do anything constructive, but you may S able 
to do something with your own force, I hope. 

That is all I have. 

Mr. Brunpace. I do not think it was in good shape this year but I 
have hopes that by next year we will have things in better shape. 





Proposat To ExpepireE PAYMENT OF JUDGMENTS 


Mr. Anprews. We have one other matter we would like to have you 
discuss with us and that is a proposed change in language with refer- 
ence to the payment of judgments. 

Mr. Brunpace. Yes. 
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Mr. Anprews. We will insert in the record at this point the state- 
ment entitled “Proposal To Expedite the Payment of Judgments 
against the United States.” 

(The matter referred to follows :) 


PROPOSAL To EXPEDITE THE PAYMENT OF JUDGMENTS AGAINST THE UNITED STATES 
CURRENT PROCEDURE FOR PAYMENT 


In general, each judgment rendered against the United States by a district 
court or the Court of Claims is payable only from an appropriation made spe- 
cifically for that purpose. (in certain type of cases a source of funds for payment 
of judgments is already provided; for example, refunds of internal revenue col- 
lections are paid from a permanent indefinite appropriation (62 Stat. 560).) 
This discussion relates solely to the general types of cases for which specific 
appropriations are required. 

Except in extremely rare instances, the necessary appropriations for the pay- 
ment of judgments are provided routinely since the Government’s interests have 
been fully considered in the courts. The procedure for securing the appropria- 
tions is burdensome in three particulars, as outlined below, and it is debatable 
Whether the burdens attendant upon securing specific appropriations for the 
payment of all judgments are justified by the rare cases in which a request for 
such an appropriation is considered on its merits. 

!. Appropriation requests 

Requests for appropriations for the payment of judgments are processed by the 
affected agency, the Department of Justice, the Treasury Department, the Bureau 
of the Budget, and the Congress. Under informal arrangements between the 
Bureau of the Budget and the Committees on Appropriations, it is the current 
practice for the Bureau of the Budget to group such requests until an appropria- 
tion bill is about to be reported from committee. A consolidated supplemental 
appropriation request covering numerous items of this nature is then transmitted 
to the Congress by the President. Normally, this occurs about three times during 
each session of Congress. 

The handling of these requests for appropriations is routine both in the execu- 
tive branch and in the Congress and causes no great difficulty in the executive 
branch—in fact, it is doubtful whether it results in any identifiable costs to 
the Government. Nevertheless, it consumes a certain amount of time in both 
the legislative and executive branches and it seems obvious that it should be 
climinated unless some useful purpose is served. 

2. Delays in payment 

Because Congress usually is not in session for about 5 months of the year, and 
hecause of the lapse of time between the dates when judgments become final and 
the dates on which supplemental appropriations bills can be enacted, there is 
frequently considerable delay in the payment of judgments. This results in 
numerous complaints from successful litigants. These complaints are not with- 
out justification and they entail a great deal of time-consuming correspondence 
between litigants, their attorneys, and their Representatives in Congress on the 
one hand, and various executive agencies, such as the Department of Justice, the 
Treasury Department, and the Bureau of the Budget on the other. In particular, 
the Bureau of the Budget has been concerned with criticism by Members of the 
Congress regarding the delays in securing appropriations for payment of judg- 
ments secured by their constituents. 

Like the routine processing of requests for appropriations described above, 
this correspondence probably results in little, if any, identifiable expense. How- 
ever, the burden of this correspondence is considerable and it is also work 
which obviously should be eliminated unless its usefulness can be demonstrated. 


3. Interest on judgments 


The present situation with respect to the payment of interest is undesirable in 
two respects—first, the Government, because of the delay in making appropria- 
tions, bears the expense of interest which could be saved if appropriations were 
available for payment of the judgments when rendered; and second, there is a 
wide variance between the provisions of law respecting the payment of interest 
on judgments rendered by the district courts as compared with those rendered 
by the Court of Claims. Interest is paid on Court of Claims judgments only when 
the United States appeals and then only from the date when the transcript of the 
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judgment is tiled with the Treasury Department to the date of the mandate of 
affirmance. Interest is paid on judgments of the district courts, regardless of 
whether the Government appeals, from the date of the judgment to a date not 
later than 30 days after the making of an appropriation for payment of the judg- 
ment. 

It is believed that the provision for payment of interest in cases where the 
Government appeals, as now prescribed by law with respect to judgments in the 
Court of Claims, is fair and equitable and need not be disturbed. If this belief 
is correct, it would follow that interest should be paid on judgments of the dis- 
trict courts on the same basis. If interest on judgments of the district courts 
were placed on the same basis as the Court of Claims, interest on district court 
judgments not appealed by the United States would be eliminated entirely. In 
district court cases which are appealed by the Government, interest would be 
eliminated from the date the judgment was rendered to the date the plaintiff 
filed a transcript thereof with the proper Government agency, and from the date 
of the mandate of affirmance to the time when a specific appropriation could be 
secured for the payment of the judgment. This latter period averages about 6 
months. 

A specific study by the General Accounting Office in 1953 indicated that the in- 
terest savings in the 82d Congress would have been approximately $70,000 if 
the basis for payment of district court judgments were conformed to the Court 
of Claims practice and if appropriations were available for immediate payment 
of judgments when they become final. Since there is no indication that judg- 
ments are likely to decrease in number or amount, it appears that substantial 
amounts of interest could be saved in each Congress under such a procedure. 


PRIOR PROPOSALS 


The General Accounting Office proposed legislation in the spring of 1953 which 
would have provided a permanent indefinite appropriation for the payment of 
judgments and also would have reconciled the interest payments on district 
court judgments with those on Court of Claims judgments. Legislation sub- 
stantially in the form proposed by the General Accounting Office, but with the ad- 
dition of a provision for review of the judgments by the Comptroller General, 
was reported from the Committee on Appropriations of the House in title II of 
H. R. 6200, 88d Congress (Supplemental Appropriation Act, 1954). However, 
because of objections to permitting the Comptroller General to review the judg- 
ments and select those which he believed should be reviewed by the Congress and 
specifically appropriated for, the provisions of the House bill were stricken in the 
Senate and abandoned in conference. 


PRESENT PROPOSAL 


The action of the House Appropriations Committee on the General Accounting 
Office proposal in 1953 seems to indicate that the Congress is unwilling to re- 
linquish completely its control over appropriations for the payment of judg- 
ments. However, in view of the interest costs and delays entailed by the present 
procedure, it may be that the Congress would consider a permanent indefinite 
appropriation for the payment of judgments up to a specified figure while at 
the same time it retained the present procedure of making a specific appropria- 
tion for judgments in amounts above that figure. 

The attached analysis indicates that 98 or 99 percent of the judgments are 
for amounts under $100,000. Only 1 or 2 percent of the judgments are for larger 
amounts. A substantial improvement in the existing situation could be effected 
by continuing the existing practice of making specific appropriations for each 
judgment in excess of $100,000 but providing a permanent indefinite appropria- 
tion to permit prompt payment without further congressional approval of judg- 
ments not in excess of $100,000 in any one case. 

Language to accomplish this proposal together with a brief explanation of its 
technical provisions, is attached. 


“TITLE—PAYMENT OF JUDGMENTS 


“There are appropriated, out of any money in the Treasury not otherwise 
appropriated, and out of the postal revenues, respectively, such sums as may 
hereafter be necessary for the payment, not otherwise provided for, as certified 
by the Comptroller General, of judgments (not in excess of $100,000 in any one 
case) rendered by the District Courts and the Court of Claims against the 
United States which have become final, together with such interest and costs 
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as may be specified in such judgments or otherwise authorized by law: Provided, 
That whenever a judgment of a district court to which the provisions of sub- 
section 2411 (b) of title 28, United States Code apply, is payable from this 
appropriation, interest shall be paid thereon only when such judgment becomes 
final after review on appeal or petition by the United States, and then only 
from the date of the filing of the transcript thereof in the General Accounting 
Oflice to the date of the mandate of affirmance (except that in cases reviewed 
by the Supreme Court interest shall not be allowed beyond the term of the Court 
at which the judgment was atlirmed) : Provided further, That whenever a judg- 
ment rendered by the Court of Claims is payable from this appropriation, inter-, 
est payable thereon in accordance with subsection 2516 (b) of title 28, United 
States Code, shall be computed from the date of the filing of the transcript 
thereof in the General Accounting Office.” 

The suggested language would make no change in the procedure for payment 
of judgments in excess of $100,000 nor in the amount of interest which is payable 
on such judgments under existing law. Similarly, it would not affect the pay- 
ment of interest on the claim itself (as distinguished from interest on the judg- 
ment) when so specified in the judzement itself. This is now specificaily provided 
for by law in certain Court of Claims cases (28 U.S. C. 2516 (a)), and is ex- 
pressly recognized in language currently used to make appropriations for the 
payment of judgments. 

The first proviso would change the procedure with respect to district courts 
by permitting the payment of interest on judgments, to which the provisions of 
28 United States Code 2411 (b) apply, only in cases appealed by the United 
States. It is believed that this will work no hardship upon litigants in the dis- 
trict courts since the present law now provides for payment of interest to a' 
period not later than 30 days after the date of making an appropriation, and 
since the proposal itself would insure that an appropriation would be immedi- 
ately available for the payment. The first proviso also would permit payment 
of interest on such district court judgments from the date of filine of the tran-. 
script with the General Accounting Office to the date of the mandate of affirmance 
in cases where the Government appeals. Both of these changes have the 
effect of conforming the district court procedure in these instances to the Court 
of Claims procedure, with interest at 4 percent as now provided by law (28 
U. S. C. 2411 (b) and 28 U.S. C. 2516 (b)). 

The effect of the second proviso is to require that transcripts of Court of 
Claims judgments be filed in the General Accounting Office instead of in the 
Treasury Department as at present. Since the judgments would be paid by the 
General Accounting Office from an appropriation already available, there woyld 
be no reason to file the transcript with the Treasury Department which merely 
receives the requests for appropriations necessary to pay the judgments dnd 
transmits them to the Bureau of the Budget. 


Appropriation requests to pay judqments rendered by ti 


1e Court of Claims and 
district courts 


Items of $100,000 or Items below $100,000 
above 
Documents meciontnsccesibigiong 
| 
| } 
Num- Amount Num- Amount 
ber ber 


84th Cong., Ist sess.: 
H. Doe. 104 
HW. Doe, 184 
S. Doe, 25 


S. Doe. 75 


6 $1, 609, 610. 18 1,171 $4, O78, 035. 00 

11 2, 983, 435. 61 5 , 190, 418. 93 

102 605, 040. 60 
l 


6 1, 310, 031. 47 27 991, 230. 74 
Total 23 5, 903, 077. 26 1, 809 6, 864, 725. 27 
83d Cong., 2d sess.: 

H. Doe. 329 = ‘ 10 1, 690, 572. 64 1, 229 3, 269, 128. 43 

H. Doc. 461. ~~ | 12 5, 304, 957. 92 725 2, 726, 344. 50 

M. 2906, 116... ... | 2 302, 589. 63 152 1, 194, 016. 19 

5B. oe. 144. <2. aaioas es ‘ 374 1, 918, 554. 35 

B. Doe. 146........- ‘ . 7 78, 101. 43 
Total Si jac : 24 7, 298, 120. 19 2, 487 9, 186, 144. GO 
iret GONE aac ccnceccccendis we 7 17 13, 201, 197. 45 $, 296 16, 050, 870. 17 


78170—56—pt. 2——-20 








Appropriation 


Congressional 
document 


H. Doc. 104 
Do 

H. Doc. 184 
Do 
Do 
Do 
De.... 
Do. 
Do 
Do 
Do 

S. Doc. 75 


1 
! 
_| 
| 
| 
| 


Do. 


-~ 
_ 


. Doc. 104. 
Do 
Do 


Do 
H. Doe. 184 


S.™Doc. 


eee 


Do. 


et 
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requests over $100,000 to pay judgments rendered by the Court of 
Claims and distriet courts 


84TH CONG., 1ST SESS. 
Agency and payee Amount 
COMMERCE } 
Smith-Douglas Co., Inc $112, 985, 93 | 


Calmar Steamship Corp- -- 

Seas Shipping Co., Inc 48 

Pope and Talbot, Inc__ oe 
Moore-MeCormack Lines, Inc_--- 
Matson Navigation Co 
Luckenhach Steamship Co___. 
American President Lines, Ltd 
Pacific Transport Lines, Inc_- 
Isthmian Steamship Co-- 
American Mail Line, Ltd 


| Luckenbach Steamship Co., Inc : 


Chicago & North Western Ry. Co-_ 
Total, Commerce (13) -- 
DEFENSE 
ARMY 

Aetna Life Insurance Co_ 

J. F. Godwin & Callie Scarbrough. 
American Locomotive Co. 

Myrtle Cannon 


Nielsen 
Nielsen and 


and Lyman Grant 
David Kay Nielsen. 


625, 000. 00 | 


103, 761. 00 
207, 522. 00 
138, 348. 00 
553, 392. 00 
103, 761. 00 
103, 761. 00 
103, 761. 00 
| 1, 249. 410. 00 

|} 207, 522.00 


27 6, 696. 00 | 


196, 494. 81 | 


3. 982 2414, 74 


101, 668. 42 | 


106, 051. 40 
539, 999. 78 


123, 904. 65 


106, 635. 72 


minors, by and through their Guard- | 


ian, Madge Nielsen. 
Roseoe A, Coffman. _. 
N. P. Severin Co 


Total, Army (7).....-.-- 


NAVY 


John A. Hadden, trustee for Manu- 
facturers Trading Corp. 
John A. DePolo, Jr., ete 


Total, Navy (2).--....-- 


AIR FORCE 


Violet S. Guyer and State of Mary- 
land for the use of Violet S. Guyer; 
Joyce E. Guyer, infants Frederick 
I. Guyer, in fact; Roslyn M. Guyer, 
infant (1). 


Total, Department of Defense 
(10). 
Grand total (23)........ ccaceccce 


280, 689. 05 


190, 000. 00 


105, 561.89 


1, 920, 662. 52 


“5, 903, 077. 26 





Nature of claim 


Requisition of vessel. 
D 


0. 
Breach of contract. 
do. 
Do 
Do. 
Do. 
Do. 
Do. 
Do, 

Do. 
Compensation for 
ment of vessel. 
Freight charges. 


overpay- 


Flooding of mineral leases. 
Do. 

Contract for mobile, 
nnits. 


armored 


| Federal Tort Claims Act; per- 





sonal injuries, loss of income. 

Federal Tort Claims Act; per- 
sonal injuries, medical and 
hospital expenses. 


Just compensation for aecrued 
royalties. 
Breach of contract. 


Contract for rocket bodies and 
heads. 

Public Vessels Act; 
damages. 


collision 


Federal Tort Claims Act; per- 
sonal injuries, wrongful 
death and damages. 














H 
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Appropriation requests over $100,000 to pay judgments rendered by the Court of 


Congressional 


Claims and distriet courts 


Agency and payee 


83D CONG., 2D SESS. 





Amount 


Continued 


| 
| 


Nature of claim 





document 
| COMMERCE 
H. Doc. 329 _.| Southeastern Oil Delaware, Inc. ___--- 
Do See _do a cs ee hd 
H. Doc. 461--- Ships & Power Equipment Corp----- 
Do os Eastern Steamship Lines, Ine__------- 
Do | Schweizerischer Bankverein, other- 
| _ wise known as Swiss Bank Corp. 
Do... .| Cute Distifing Co... ....2.......... 
PM. cscccasne | Charles Kurz & Co., Inc. -_.-...-..-- ¥ 
tS ae --| Coastwise Bulk Carriers, Inc_-..------ 
H. Doe. 110 ..| Paeo Tankers, Inc pe ate 
PR Gcte k ...| A. H, Bull Steamship Co., Inc_- E 
| Total, Commerce (10) - 
GSA 
Sp ys eee | Chain Belt Co., a Wisconsin corpora- 
| tion (1). 
JUSTICE 
POS x05 ta momuee American President Lines, Ltd. (1) --- 
DEFENSE 
Army 
H. Doe. 329 W.C. Shepherd Co- * 7 
ee ae do - aS eee F 
ae Atlantic Meat Co., Inc.............-.- 
RE. Lockheed Aircraft Corp_-- ieaeeaed 
Do | Pacific Far East Lines, Inc__-..---...- 
| 
H. Doce. 461 _.| Southern Pacific Co a oe 2 
SRS .| State of Oklahoma __- 
hae RE Clarence W. Grant, ete - 
| 
Total, Army (8) Sass capacity 
Naty 
H. Doc. 329 Central Bank, a corporation 
Do ..--| Frank Luehr 
H. Doc, 461 __--.-| Consolidated Liquidating Corp 
Total, Wavy). ..-2<--<scaccsse 
Air Force 
H. Doe. 329......- Consolidated Vultee Aircraft Corp. (1) 
Total, Daleiee 9) s.ns6 6 cccccese 
CRanll GONE TO ate iw ccaminicnns 





$133, 101. 84 


| 128, 861. 72 


120, 
400, 
|} 274, 

143, 

127, 
115, 
127, 
175, 


745 


| 


119, 


‘ | My. 


339, 
143, 
151, 
148, 


249, 
150, 
116, 


, 410, 





000 
000. 


494. 


701 
935. 


170. 


589 
O00 


855 


833 


000 


295 
677 
500 
834 


000 
329 


190 


966, 
000. 


658. 


3, 616. 


2, 177, 430. 99 


00 
00 


61 


92 
. 61 
51 
. 63 
00 


| Purchase of vessel. 
Do. 
Do. 
Use of vessel Acadia as trans 
port, 
Requisition of vessel. 


Purchase of vessel. 
do. 
Do. 
Sale of vessels. 
| Requisition of vessels. 


84 | 


36 | 


00 


81 
. 98 | 
268. 2 
254. 


39 
00 


67 


00 | 


. 00 


14 


. 08 
. 00 


24 





. 53 


Breach of contract, 


Detention expenses, new citi- 
zens. 


Construction of levee. 
do. 
Contract for beef. 
Contract for airplanes. 
Public Vessels Act; 
damages to cargo. 
Freight charges. 
Flooding of mineral estates, 
Private Law 176, 8lst Cong., 
destruction of oyster beds, 


collision 


Contract for ship repair. 

Public Vessels Act; personal in- 
juries. 

Breach of contract. 


Contract for airplanes, 


7, 298, 120.19 | 
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Appropriation requests of less than $100,000 to pay judgments rendered by the 
Court of Claims and district courts 








84th Cong., Ist sess. | 83d Cong., 2d sess. Total, 1954-55 
Nature of claim | 
Num- Amount Num- Amount Num- Amount 
ber | ber ber 
Pay: | 

Overtime..._- 159 $122, 169. 42 321 $322, 995. 40 480 $445, 164. 82 
Back pay and res storation Lof p ay. 169 643, 300.90 | 137 351, 163. 27 306 994, 464.17 
Fleet Reserve pay--.. 54 552, 849. 76 831 1, 299, 186.69 |1, 395 1, 852, 036. 45 
Retirement pay--- : 7 36, 305. 94 321 560, 418. 64 328 506, 724. 58 
i eee ene es 899 | 1,354, 626.02 [1,610 | 2, 533, 764.00 (2, 509 3, S88, 390. 02 

Breach of contract; other contractual obli- 
gations 7 | 1,215, 782. 74 55 | 1,113, 948. 87 22 2, 329, 731. 61 
Vessels (requisitions, purchase or use of 9 | 301, 869. 63 22 | 1, 006, 446. 77 31 1, 308, 316. 40 

Personal injury, death, and related prop- 
erty loss - — 154 | 1, 293, 992. 48 157 W 625, 881. 50 311 2, 919, 873. 98 
Pr yperty damage 131 817, 872. 30 76 592, 266.76 | 207 1, 410, 139. 06 
Freight : ~ A uisporti ition damages. 51] 506,471.41 3u 371, 661.65 90 87S, 133. 16 
Flooding of mineral leases 449 | 984, O89. 6S 504. 1, 684, 050. 18 953 2, 668, 139. 86 

Nonnpenuntia m for property, inventions, 
royalties, patents-_-_- 20 | 204, 727. 16 3 44, 000. 00 32 388, 727. 16 
NS SS ee eee 20 95, 208 75 21 164, 125. 17 41 254, 418. 92 
Grand total ee a4 1,809 | 6, 864, 725.27 2, 487 1, 186, 144.90 4, 296 16, 050, 870. 17 


Mr. ANprews. Will you explain the p! oposal, Mr. Brundage ¢ 

Mr. Brunpace. I think probably since Mr. Rappaport testified on 
this bill perhaps he could swumarize it a littl more quickly than I 
could. 

Mr. Rapparort. I just handed you a summary in mimeographed 
form and these are the highlights, 1f I may read them into the record. 

Mr. Anprews. Yes. 

Mr. Rapparorr. In 1953 the Committee on Appropriations of the 
House in title IT of the Supplemental Appropriations Act, 1954, in- 
cluded a provision designed to expedite the payment of judginents 
by providing a permanent indefinite appropriation for that purpose. 
That provision was similar to a legislative proposal submitted by the 
General Accounting Office to the Speaker of the House on May 19, 
1953. However, because of objections to the part of this appropria- 
tion which would have enabled the Comptroller General to review 
the judgments and select those which he believed should be specifically 
appropriated for, the provisions of the House bill were stricken in the 
Senate and abandoned in conference. Staff of the Bureau have con- 
sulted with the Department of Justice and the General Accounting 
()flice on this subject, and they have participated in drafting a some- 
what similar proposal which should accomplish the purpose of expe- 
diting the payments of judgments. It would not be open to the 
objections previously raised, nor would it apply to judgments in excess 
of $100,000. 

In general, each judgment rendered against the United States is 
payable only from an appropriation made specifically for that pur- 
pose. This present procedure has three primary disadvantages: 

(a) While the handling of requests for appropriations for judg- 
ments is routine in both the executive branch and the Congress, it is 
a time-consuming and somewhat burdensome task, which should be 
eliminated unless some useful purpose is served. 

(4) There is usually a considerable delay in the payment of judg- 
ments because of the lapse of time between the dates when judgments 
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become final and the dates on which the necessary appropriation bills 
can be enacted. This is an an annoyance for those who have judg- 
ments. 

Mr. Gary. Does that not also result in payment of more interest ? 

Mr. Rarrarorr. Indeed, it does. 

Mr. Gary. Interest begins to accrue from the time the judgment is 
made final ? 

Mr. Rarparorr. That is right. 

Mr. Gary. The longer you delay the payment after judgment the 
more interest the Government has to pay? 

Mr. Rapprarorr. Exactly. 

Mr. Anprews. Interest is 6 percent, is it not? 

Mr. Ravparorr. Four percent, I think. 

Mr. Manon. Is there any controversy in regard to this? 

Mr. Anprews. It passed the House once and the judiciary took 
exception to it. 

Mr. Rappaporr. (c) The Government now pays interest on these 
judgments which could be saved if appropriations were available for 
the payment of them when rendered. ‘There is, also, a wide variance 
between the statutory provisions governing the payment of interest 
on judgments rendered between district courts as compared to those 
rendered by the Court of Claims which is difficult to justify. 

The present proposal contemplates the enactment of a permanent 
indefinite appropriation for the payment of judgments for amounts 
under $100,000, and retains the present procedure of making specific 
appropriations for judgments in larger amounts. With respect to the 
judgments payable from this permanent indefinite appropriation, the 
proposal would also change existing law so that interest on these judg- 
ments of district courts would be the same as those of the Court of 
Claims. If the proposal is adopted, interest savings to the Govern- 
ment would be substantial. 

The proposal is explained in more detail in our statement which was 
transmitted with a memo to the clerk of the House Appropriations 
Committee on March 8, 1956. You may wish to insert in the record 
this detailed statement. In any event, copies of this detailed statement 
are available for the use of the committee. 

Mr. Anprews. Somewhere in the statement you said about 98 or 99 
percent of the judgments are under a hundred thousand dollars? 

Mr. Rappaport, That is right. 

Mr. Anprews. Any further questions ? 

Thank you, gentlemen, it has been a very interesting hearing. 

Mr. Brunpacr. Thank you very much. 
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SUBCOMMITTEE ON DEPARTMENTS OF STATE AND JUSTICE AND 
THE JUDICIARY AND RELATED AGENCIES APPROPRIATIONS 


JOHN J. ROONEY, New York, Chairman 


PRINCE H. PRESTON, Georgia FREDERIC R. COUDERT, Jr., New York 
ROBERT L. F. SIKES, Florida FRANK T. BOW, Ohio 
DON MAGNUSON, Washington CLIFF CLEVENGER, Ohio 


Turspay, Juty 3, 1956. 
DEPARTMENT OF STATE 
Vatican Crry CLarms 
WITNESSES 


ROBERT MURPHY, DEPUTY UNDER SECRETARY OF STATE FOR 
POLITICAL AFFAIRS 

JOHN WESLEY JONES, DIRECTOR, OFFICE OF WESTERN EUROPEAN 
AFFAIRS 


EDWARD C. CROUCH, DEPUTY ASSISTANT SECRETARY OF STATE 
AND BUDGET OFFICER 


Mr. Rooney. This morning the committee shall consider a 1957 
fiscal year supplemental request for an appropriation in the amount 
of $964,200, which is set forth in the following letter dated July 2, 
1956, addressed to the President by the Director of the Bureau of the 
Budget: 

(The letter referred to is as follows :) 


[Estimate No. 38; 84th Cong., 2d sess. ] 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BuDGET, 
Washington 25, D. C., July 2, 1956. 
The PRESIDENT, 
The White House. 


Str: I have the honor to submit herewith for your consideration a proposed 
appropriation in the amount of $964,200 for the fiscal year 1957 for the Depart- 
ment of State, as follows: 


DEPARTMENT OF STATE 
“VATICAN CITY CLAIMS 


“For claims of the Vatican City, to be transferred to the Secretary of the 
Treasury for payment as authorized by the Act of July —, 1956 (Public Law —), 
$964,200.” 

This proposed appropriation is needed to pay claims, as specifically authorized 
by the above-cited law (H. R. 10766). for losses and damages caused by the 
United States Armed Forces in the papal domain Castel Gandolfo during the 
course of hostilities conducted by such forces against German armed forces in 
Italy in 1944. 

I recommend that the foregoing proposed appropriation be transmitted to the 
Congress. 

Respectfully yours, 
PERCIVAL BRUNDAGE, 
Director of the Bureau of the Budget. 
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Mr. Rooney. In this connection we shall also insert the pages of 
justifications for payment of this claim which was authorized in the 
bill H. R. 10766, which has been passed by both the House and Senate 
and is now Public Law 656, 

(The information referred to is as follows:) 


JUSTIFICATION FOR PAYMENT OF VATICAN CLAIM (H. R. 10766) 


The following is submitted as justification for the payment of $964,199.35 to the 
Vatican, as provided by H. R. 10766, a bill to authorize the payment of cCompen- 
sation for certain losses and damages caused by the United States Armed Forces 
during World War II, which has recently been passed by both Houses of the 
Congress. 

On July 10, 1943, the Italian campaign then being imminent, President Roose- 
velt sent a message to Pope Pius XII, the first two paragraphs of which read 
as follows: 

“By the time this message reaches Your Holiness a landing in force of Ameri- 
can and British troops will have taken place on Italian soil. Our soldiers have 
come to rid Italy of fascism and all its unhappy symbols, and to drive out the 
Nazi oppressors who are infesting her soil. 

“There is no need for me to reaffirm that respect for religious beliefs and for 
the free exercise of religious worship is fundamental to our ideas. Churches 
and religious institutions will, to the extent that it is within our power, be 
spared the devastations of war during the struggle ahead. Throughout the 
period of operations the neutral status of the Vatican City, as well as of the 
papal domains throughout Italy, will be respected.” 

In the course of hostilities against German armed forces the papal domain, 
Castel Gandolfo, was accidentally damaged on February 2, February 10, May 31, 
and June 4, 1944, by bombs dropped from United States planes during attacks 
upon legitimate military targets in close proximity thereto. 

Communications addressed to the Department of State by the Apostolic Dele- 
gate in Washington following the first of the incidents indicate that Vatican 
authorities considered that such incidents constituted, in the light of President 
Roosevelt’s message, violations of the “neutrality of Vatican property.’ On 
February 4, 1944, the Department, in reply to one of these communications, said 
in part as follows: 

“* * * the policy of this Government with respect to papal property in Italy 
as declared by the President in his letter to the Pope last July remains as 
expressed therein and Allied forces have instructions to carry out that policy 
to the extent that is humanly possible under conditions of modern warfare.” 

On December 10, 1948, the Vatican presented to us a claim for $1,523,810.98 
in damages. However, the United States Army Claims Service determined 
through a survey of the damage that a reasonable assessment, based upon the 
costs of labor and materials as of April 1945, would have been 96,419,935 lire 
which, calculated according to the then prevailing official exchange rate of 
100 lire to the dollar, would be $964,199.35. It is understood that the principal 
reason for the difference between the Vatican figure and the United States Army 
figure is that the latter does not take account of the cultural and artistic value 
of the destroyed or damaged property. 

The Department agrees with the intent of H. R. 10766 that payment of an 
appropriate sum should be made as compensation for the damage sustained at 
Castel Gandolfo. 


HOUSE REPORT ON AUTHORIZING LEGISLATION 


Mr. Rooney. It might be well if there was also included in this 
record the report to the House of Representatives, No. 2251, which 
accompanied the bill H. R. 10766 at the time of its consideration 
by the House of Representatives. 

(The report referred to follows :) 
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[H. Rept. No. 2251, 84th Cong., 2d sess.] 


CLAIMS OF VATICAN Crry FoR LOSSES AND DAMAGES CAUSED BY UNITED STATES 
ARMED Forces DuRING WorLD War II 


The Committee on Foreign Affairs, to whom was referred the bill (H. R. 
10766) to authorize the payment of compensation for certain losses and damages 
caused by United States Armed Forces during World War II, having considered 
the same, report favorably thereon with amendments and recommend that the 
bill as amended do pass. 

The amendments are as follows: 

Page 1, line 4, strike out “$1,523,810.98”" and insert “$964,199.35”. 

Page 1, line 11, strike out ‘$1,523,810.98” and insert “$964,199.35”. 

H. R. 10766 was introduced by the majority leader of the House, Hon. John 
W. McCormack, and referred to the Committee on Foreign Affairs on April 24, 
1956. A similar bill, H. R. 10767, was introduced by the minority leader, 
Hon. Joseph W. Martin, on the same date and was likewise referred to the 
comiittee. The committee met in executive session on May 23, and ordered 
H. Rt. 10766 reported favorably with the amendments noted. 

In the course of hostilities against German armed forces during World War II 
the papel domain Castel Gandolfo was accidently damaged on February 2, 
February 10, May 31, and June 4, 1944, by bombs dropped from United States 
planes during attacks upon military tragets in close proximity thereto. The 
United States Army Claims Service has determined through a survey of the 
damage that a reasonable assessment, based upon the costs of labor and materials 
as of April 1945, and calculated according to the then prevailing exchange rate of 
100 lire to the dollar, would be $964,199.35. The committee has for this reason 
reduced the sum requested from $1,523,810.98 to $964,199.35. 


Mr. Rooney. Are there any questions, gentlemen / 

Mr. Bow. No questions. 

Mr. Rooney. Please accept the committee’s thanks, Mr. Under Sec- 
retary, and distinguished gentlemen. We shall now proceed to con- 
sider this matter in executive session. 

Mr. Mureny. Thank you very much, Mr. Chairman. 
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